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In the District Court of the United States for the 
Western District of Washington, Southern Division 


No. 1226 


STUDENTS BOOK CORPORATION, 
Plaintiff, 
VS. 


CLARK SQUIRE, Collector of Internal Revenue 
for the District of Washington, 
Defendant. 


COMPLAINT 


Plaintiff alleges: 

1 

This action arises under section 1340 of Title 28 
of the United States Code as hereinafter more fully 
appears. 

II. 

Plaintiff is, and at all times hereinafter men- 
tioned was, a corporation organized under the laws 
of the State of Washington, having its principal 
place of business at Pullman, Washington, and has 
paid its last annual license fee due the State of 
Washington. It is engaged principally in the busi- 
ness of supplying text books and student accessories 
to the students of the State College of Washington. 


ITI. 
Defendant is, and at all times material hereto was, 
United State Collector of Internal Revenue for the 
District of Washington, and all taxes hereinafter 
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mentioned were paid to defendant by plaintiff pur- 
suant to demand therefor made by defendant. 


IV. 

At all times material hereto, prior to March 1, 
1947, plaintiff corporation was controlled and all of 
its stock was owned and held by the Associated 
Students of the State College of Washington, a 
nonprofit corporation organized under the laws of 
the State of Washington, and at all times subsequent 
to March 1, 1947, all of said stock and the control 
of plaintiff corporation have been held by the 
Board of Regents of the State College of Washing- 
ton, pursuant to a trust agreement between said 
Board of Regents and the Associated Students of 
the State College of Washington, whereby the 
principal and net earnings of the trust shall be used 
only in furtherance of the purposes for which the 
Associated Students of the State College of Wash- 
ington is organized. 

V. 

The State College of Washington is, and at all 
times herein mentioned was, an educational institu- 
tion owned and operated by the government. of the 
State of Washington and administered by a Board 
of Regents appointed pursuant to the laws of said 
state. The Associated Students of the State College 
of Washington is, and at all times material hereto 
was, a nonprofit corporation having a membership 
composed of students currently enrolled in the State 
College of Washington and functioning under the 
authority of the Board of Regents of said College as 
an educational association, having for its purposes 
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the furthering and supplementing of the activities 
of said State College of Washington and has here- 
tofore been recognized by the Commissioner of In- 
ternal Revenue of the United States as exempt from 
federal income taxes as an educational institution. 
Neither the Students Book Corporation nor the 
Associated Students of the State College of Wash- 
ington has at any time been engaged in the earrying 
on of propaganda or otherwise attempting to in- 
fluence legislation. 
VI. 

At all times material hereto all of the net earn- 
ings of the Student Book Corporation have inured 
to the benefit of the Associated Students of the State 
College of Washington or the State College of Wash- 
ington, and no private individual or shareholder 
has at any time in the past, nor will in the future, 
receive any portion of the net earnings of the 
Students Book Corporation. 


VII. 
Plaintiff has heretofore paid to defendant as 
Collector of Internal Revenue, pursuant to demands 
made by defendant, the following taxes: 


ear Nature of Tax Date Paid Amt. Paid 


1943 Corporate Income Tax Mar. 15, 1944 
June 15,1944 $ 4,760.48 

Sept. 15, 1944 

Dee. 15, 1944 

1948 Corporate Deelared Value Mar. 15, 1944 
Exeess Profits Tax June 15, 1944 349.84 

Sept. 15, 1944 

Dee. 15, 1944 

1943 Exeess Profits Tax Mar. 15, 1944 
June 15, 1944 13,735.26 

Sept. 15, 1944 

Dee. 15, 19-44 
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Year Nature of Tax Date Paid Amt. Paid 
1943 Capital Stock Tax July 31, 1943 375.00 
1944 Corporate Income Tax Mar. 15, 1945 


June 15, 1945 4,840.07 
Sept. 15, 1945 


Dee. 15, 1945 
1944 Capital Stock Tax July 31, 1944 250.00 
1945 Corporate Income Tax Mar. 15, 1946 


June 15, 1946 5,626.31 
Sept. 15, 1946 
Dee. 15, 1946 
1945 Capital Stock Tax July 31, 1945 250.00 
1946 Corporate Income Tax Mar. 15, 1947 
June 15, 1947 14,159.53 
Sept. 15, 1947 
Dee. 15, 1947 
1947 Corporate Income Tax Mar. 15, 1948 
June 15, 1948 27,586.66 
Sept. 15, 1948 
Dee. 15, 1948 


Total Paymeénts:......02.2..2 $71,933.15 


Plaintiff filed with defendant claims for refund 
of all taxes listed above for the years 1948, 1944 and 
1945 on March 138, 1947. Plaintiff was notified of 
the rejection of each of said claims for refund by 
letter dated September 27, 1948, signed by E. J. 
McLarney, Deputy Commissioner of Internal Rev- 
enue. Claims for refund of the amounts shown 
above for the years 1946 and 1947 were filed with 
defendant by plaintiff in June, 1948, but plaintiff 
has not been advised of any action on said claims 
to this date. 

VITI. 

Plaintiff has at all times been operated exelu- 
sively for an educational purpose and all of the 
amounts above shown as paid by plaintiff were 
erroneously collected by defendant. 
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Wherefore, Plaintiff prays for judgment against 
defendant in the sum of $71,933.15, together with 
plaintiff’s costs and disbursements incurred herein. 


/s/ SMITH TROY, 
Attorney General of the 
State of Washington. 


/s/ LYLE L. IVERSEN, 
Assistant Attorney General of the State of Wash- 
ington, Attorneys for Plaintiff. 


State of Washington, 
County of Whitman—-ss. 


Jack E. Downen, being first duly sworn, says: 
I am president of the Students Book Corporation 
and am authorized to make this verification on its 
behalf. I have read the foregoing complaint, know 
the contents thereof and believe the same to be true. 


/s/ JACK E. DOWNEN. 


Subscribed and Sworn to before me this 29th day 
of March, 1949. 
[Seal] /s/ C. L. HIX, 
Notary Public in and for the State of Washington, 
Residing at Pullman. 


[Endorsed]: Filed April 7, 1949. 
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ANSWER 


Defendant, Clark Squire, Collector of Internal 
Revenue for the District of Washington, by his 
attorneys, J. Charles Dennis, United States Attor- 
ney for the Western District of Washington; Harry 
Sager, Assistant United States Attorney for said 
district, and Thomas R. Winter, Special Assistant 
to the Chief Counsel, Bureau of Internal Revenue, 
for answer to the complaint of plaintiff admits, 
denies and alleges. 

ils, 

Defendant admits the allegations contained in 

paragraph of the complaint numbered I. 


II. 

Defendant admits that plaintiff is a corporation 
organized under the laws of the State of Washing- 
ton, having its principal place of business at Pull- 
man, Washington, as alleged in paragraph of the 
complaint numbered II. 

For lack of knowledge or information sufficient 
to form a belief defendant denies each and every 
other allegation contained in said paragraph num- 
bered IT. 

Defendant alleges that the purposes for which 
plaintiff was formed were ‘‘to carry on a genera! 
book, stationery, sporting goods, refreshment and 
general mercantile business, to buy and sell rea! 
estate, to engage in a general insurance business,”’ 
and that at all times material hereto plaintiff has 
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carried on most, if not all, of its stated purposes 
for organization. 
ITI. 
Defendant admits the allegations contained in 
paragraph of the complaint numbered ITI. 


IV. 

Defendant admits the allegations contained in 
paragraph of the complaint numbered IV, except 
that defendant specifically denies that it was at any 
time material hereto ‘“‘controlled’’ either by the 
Associated Students of the State College of Wash- 
ington, or by the Board of Regents of the State Col- 
lege of Washington. 

Further answering, defendant alleges that plain- 
tiff was organized and operated as a separate legal 
entity for its own business purposes and not for 
educational purposes; that plaintiff at all times 
material hereto was managed, operated and con- 
trolled by its own officers, trustees and stockholders. 
That plaintiff at no time has been an auxiliary to 
or an integral part of the Associated Students of 
the State College of Washington or of the State 
College of Washington. 


ve 

Defendant admits the allegations contained in 
paragraph of the complaint numbered V, except 
that defendant specifically denies that Associated 
Students of the State College of Washington func- 
tioned under the authority of the Board of Regents 
of State College of Washington as an educational 
institution. 
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VI. 
Defendant denies the allegations contained 10 
paragraph of the complaint numbered VI. 


VII. 
Defendant admits the allegations contained in 
paragraph of the complaint numbered VII. 


VIII. 
Defendant denies the allegations contained in 
paragraph of the complaint numbered VIII. 


Wherefore, defendant prays judgment that this 
action be dismissed, together with costs and dis- 
bursements to defendant. 


/s/ J. CHARLES DENNIS, 
United States Attorney. 


/s/ HARRY SAGER, 
Assistant United States 
Attorney. 


/3/ THOMAS R. WINTER, 
Special Assistant to the Chief Counsel, Bureau of 
Internal Revenue. 


Receipt of Copy acknowledged. 
rEndorsed|: Filed July 29, 1949. 
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STIPULATION 


It is hereby stipulated by and between the plain- 
tiff, through its attorneys, Smith Troy, Attorney 
General for the State of Washington, and Lyle L. 
Iversen, Assistant Attorney General for the State 
of Washington, and the defendant, by and through 
his attorneys, J. Charles Dennis, United States At- 
torney for the Western District of Washington, and 
Thomas R. Winter, Special Assistant to the Chief 
Counsel, Bureau of Internal Revenue, that the fol- 
lowing facts are admitted and may be taken and 
deemed by the Court at the trial of this action as 
established facts therein: 


I. 

This action arises under Sec. 1340 of Title 28, 
United States Code. 

IT. 

Plaintiff is, and at all times hereinafter men- 
tioned was a corporation organized under the laws 
of the State of Washington, having its principal 
place of business at Pullman, Washington, and has 
paid its last annual license fee due the State of 
Washington. 

mine 

Defendant is, and at all times material hereto was 
the United States Collector of Internal Revenue 
for the District of Washington, and all taxes herein- 
after mentioned were paid to defendant by plaintiff 
pursuant to demand thereof made by defendant a! 
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the same were paid by said defendant into the 
Treasury of the United States. 


Ie 
Exhibit 1, hereto attached, is a true copy of the 
Articles of Incorporation of the plaintiff corpora- 
tion in their present amended form. 


V. 

Exhibit 2, hereto attached, is a true copy of the 
By-Laws of the plaintiff corporation in their 
amended form, at all times material hereto prior to 
November 4, 1948. 

VI. 

The plaintiff, Students Book Corporation, suc- 
ceeded in 1923 to the Student Book Company, Inc., 
a corporation organized in 1914 by the Associated 
Students of the State College of Washington, here- 
inafter referred to as the A.S8.8.C.W., which sup- 
plied the original capital in the sum of $2,000. The 
said College of Washington is an educational in- 
stitution operated by the Government of the State 
of Washington and is, for the most part, supported 
by public funds. The A.S.S.C.W. is a corporation 
organized under the laws of the State of Wash- 
ington, and Exhibit 4, attached hereto, is a true 
eopy of its Articles of Incorporation. Exhibit 5, 
attached hereto, is a true copy of the Constitution 
of the A.S.8.C.W. 

VIL. 

The A.S.S.C.W. has been recognized by the Com- 

missioner of Internal Revenue as exempt from Fed- 


vs. Students Book Corporation 13 


eral income taxes under Sec. 103(6) of the Revenue 
Act of 1928, and Sec. 231(6) of the Revenue Act 
of 1926, according to a letter from the Commis- 
sioner of Internal Revenue to the corporation dated 
July 14, 1930. 
WIO08 

The plaintiff corporation for many years has 
operated a store on its own property adjoining the 
campus of the State College of Washington. The 
property was purchased in 1923 and a new building 
was erected. The building was financed by a mort- 
gage loan of $22,000, and which was paid off by 
profits from its business in 1928. ‘The original 
charter of the corporation provided for an author- 
ized capital of $60,000. Capital stock in the amount 
of $25,000 was issued to the A.S.8.C.W. in con- 
sideration for the assets of the Student Book Com- 
pany, Inc., on May 1, 1923. In 1928 the authorized 
capital stock was increased to $100,000. Stock divi- 
dends were paid from time to time to the A.S.8.0.W. 
until March 30, 1939, at which time the capital 
stock outstanding reached its present total of $77,- 
000. During the period up to 1929 all earnings 
Were retained in order to provide working capital 
and finance the purchase of equipment and expah- 
sion of the plant. Capital stock and surplus durine 
this period were as shown in the following Table I: 
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‘‘Capital Stock Issned and Surplus 


Surplus 
Stock After 
Date Description Stock Outstanding Dividend 


5- 1-23 Original Issuer $25,000.00 $25,000.00 $9,646.12 
1-28-26 Stock Dividend .... 20,000.00 45,000.00 1,947.22 
1-15-27 Stock Dividend .... 10,000.00 55,000.00 1,141.76 
10-31-27 Stock Dividend .... 1,000.00 56,000.00 141.76 
6-30-28 Stock Dividend .... 7,000.00 63,000.00 5,102.63 
8.30.29 Stock Dividend .... 14,000.00 77,000.00 3,648.59”’ 


Thereafter, dividends were paid in cash to the 
A.S.S.C.W. as shown in Table IT: 


‘‘Cash and Security Dividends Paid 
Jan. 1, 1933, to Dec. 31, 1945 


1989........8iec $ 442.10 
1984... eee 500.00 
1936... ee 11,550.00 
19387. 7,700.00 
1940.......ac 9 240.00 
1941 9240.00 
1948... eee 7,700.00 
1944... dh ee 11,550.00 
1945... i ce 46,200.00” 
IX. 


The dividends paid in 1933 and 1934 were ear- 
marked in the resolution by which they were 
declared for specific purposes; first to finance a 
publication of the A.S.S.C.W. for distribution to 
students, and second, to finance a painting of Presi- 
dent Emeritus E. A. Brian which was presented to 
the State College of Washington. With these ex- 
ceptions, the Board of Trustees of the Students 
Book Corporation followed a dividend policy to 
make available funds for the building of a student 
union building adjacent to or on the present campus 
of the State College of Washington. The develop- 
ment of this policy started in 1929. The minutes of 


: 
| 
] 
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the trustees’ meeting of April 25, 1929, read as 
follows: 


‘‘Mr. Willman, store manager, suggested to 
the board that they give some thought to setting 
aside a part of each year’s profit, to be invested 
in a fund to be used to help finance a student 
union building whenever such a building was 
constructed on this campus.”’ 


The minutes of April 14, 1937, contain the fol- 
lowing : 


‘‘Q. Why hasn’t the store distributed its 
earnings to the members of the student body as 
such earnings are made? 

‘fA. The total outside investment made in 
the store is $2,000. In 1914 the A.8.S8.C.W. 
made this investment. If all the earnings since 
the store was first started had been returned to 
the students there would be no student store 
today, and it would have been impossible to 
continue operations with so small a capital 
structure. The store building, its equipment 
and its merchandise have now been paid for 
out of earnings and now earnings are being 
accumulated toward the building of a student 
union.”’ 


X. 


The board of trustees declared dividends at such 
times as the A.8.8.C.W. asked for money to imple- 


ment the program for the construction of a student 
Union building. These dividends were transferred 
ito the bursar (now comptroller) of the State College 


4 
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of Washington who, in turn, has disbursed these 
funds for the purchase of lands, title to which is 
vested in the State College of Washington and held 
for student purposes in accordance with resolution 
adopted by the Board of Regents October 10, 1941, 
as follows: 

‘‘\Whereas, the Associated Students of the 
State College of Washington have purchased 
the following property to provide a sufficient 
and suitable site for a Student Union Building 
for this campus and title of which rests in the 
name of the State of Washington: 

“To Wit, That part of lot five (5) in block 
three (3) of Campus Park Addition to Pull- 
man, according to plat thereof recorded in Book 
E of plats, page 23, records of said county, 
described as follows: 

‘‘Commencing at the southerly point of said 
lot on Thatuna Street, and running thence 
northeasterly along the southerly line of said 
lot 192 feet to an iron stake; thence at right 
angles to said southerly line, to the northerly 
line of said lot; thence southwesterly along the 
northerly line of said lot; to Thatuna Street, 
thence southeasterly along Thatuna Street to 
the place of beginning. 

‘Lot twenty-four (24) of McGee’s Subdivi- 
sion of Lots one (1) and two (2) of Section five 
(5), township 12 North, Range forty-five (45) 
E.W.M. together with all that portion of lot 
one (1), of Section five (5), township fourteen : 
(14) North, Range 45, E.W.M. lying south andq 
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west of said lot twenty-four (24) as now owned 
by the State of Washington. 

‘‘Be It Resolved, that the Board of Regents 
hereby recognizes the transfer of title of the 
above-mentioned real estate and that of any 
other purchases to be made in the future for 
the same purpose and hereby records in its 
minutes that said land will be held by the State 
College of Washington for student purposes; 
and, that in the event said land is required for 
other College uses, either suitable other land 
will be made available to the A.S.S.C.W. or pay- 
ment will be made to the A.S.S.C.W. in the 
amount of cash expenditure made in purchas- 
ing said land. 

‘‘In Witness Thereof, the Board of Regents 
directs that this be spread on its minutes and 
that the Associated Students be notified of its 
action.’’ 


Funds in excess of these disbursements were in- 
vested in marketable securities pending use in con- 
struction of a student union building. All dividends 
paid on the stock have been received by the 
A.S.S.C.W. including those paid on the trustees’ 
qualifying shares. 


All receipts by the A.S.S.C.W. from the Students 


Book Corporation have been used solely for the fol- 
lowing purposes: 


(1) For real estate costing $54,804.19 to 
which the State of Washington has title. 
(2) For drafting and securing plans for the 
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proposed student union building costing $32,- 
068.77. 


These disbursements were made to the A.S.8.C.W. 
by the Students Book Corporation. A detailed list 
of the expenditures made by the A.S.S.C.W. for 
which they were reimbursed is attached hereto as 
Exhibit 6. 

XI. 

Other disbursements made from these funds were 
in connection with the purchase of securities held 
by the comptroller in the students’ store account, 
for maintenance and other operating costs con- 
nected with the renting of the property thus ac- 
quired. These costs have been charged to the fund 
as the rentals collected by the comptroller on this 
property have been deposited in the fund. Harn- 
ings which have not been paid in dividends have 
been retained by the Students Book Corporation 
to finance expansion of the store and are retained 
in liquid form prior to declaration of dividends 
to the A.S.S.C.W. The business of the Students 
Book Corporation is conducted primarily with the 
students and faculty of the State College of Wash- 
ington. Approximately four per cent of the busi- 
ness of the store is done with persons other than 
those connected with the State College of Washing- 
ton. The merchandise handled consists of textbooks 
and student supplies. The corporation has never 
passed a rebate to the students, faculty members or 
customers. A part of its stock is sold at list or 
current retail prices, and on certain items, such as 
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engineering and laboratory equipment prices, in 
many cases, are below list. Where the margin is so 
low as to require selling at list prices in order to 
break even, or on those lines which have a manu- 
facturer’s set list price, these items are sold at list 
price. The bookstore cooperates with the faculty 
of the college in stocking adopted textbooks, labora- 
tory instruments and other items determined by the 
faculty to be necessary to students in pursuing 
courses of instruction. 

The proposed student union building when con- 
structed will be the property of the State of Wash- 
ington. 

XII. 

On February 27, 1947, the A.S.S.0.W. trans- 
ferred to the board of regents of the State College 
of Washington all of the stock of the Students Book 
Corporation. A trust agreement dated March alt 
1947, setting forth the conditions of the transfer 
was entered into by the A.S.S.C.W. and the board 
of regents. A true copy of the trust agreement is 
hereto attached as Exhibit 7. The stock has been 
held in accordance with that trust agreement con- 
tinuously to the present date. 


DEE 
During the taxable years involved in this action, 
the gross sales, gross profit from sales, income other 
than from sales, total income, salaries paid by and 
humber of employees of Students Book Corpora- 
tion were as follows: 
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Income 
Gross Profits Other Than Salaries No. of 
Year GrossSales From Sales From Sales Paid Employees 
1943 $272,605.46 $ 77,637.50 $ 3,876.14 $81,359.05 80 
1944 190,170.58 56,884.70 3,908.50 28,012.88 126 
1945 220,797.36 63,502.99 3,382.69 31,298.03 137 
1946 453,729.88 120,957.33 4,998.56 58,026.73 178 
1947 741,373.68 203,513.88 16,824.94 95,407.70 371 


The State College of Washington did not itself 
own any interest in Students Book Corporation, 
was not responsible for its debts, and was not en- 
titled to any part of its earnings during any of 
the taxable periods involved in this action. 

The Students Book Corporation, itself, does not 
instruct any students of the college, employed no 
teachers and offered no courses of study. 

It is further stipulated and agreed that this case 
presents the following question: 

Whether the Commissioner of Internal Revenue 
erred in refusing to allow the plaintiff corpora- 
tion’s claim of exemption from Federal income tax 
under Sec. 101(6) of the Internal Revenue Code 
(Title 2670. 8. CLOG): 


Statute Involved 


Internal Revenue Code 
See. 101. Exemptions from Tax on Corporations. 
The following organizations shall be exempt from 
taxation under this chapter: 


% % * 


(6) Corporations, and any community chest, 
fund, or foundation, organized and operated exclu- 
sively for religious, charitable, scientific, literary, 
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or educational purposes, or for the prevention of 
eruelty to children or animals, no part of the net 
earnings of which inures to the benefit of any pri- 
vate shareholder or individual, and no substantial 
part of the activities of which is carrying on propa- 
ganda, or otherwise attempting, to influence legis- 


lation ; 
* * * 


Plaintiff’s Contentions 
Plaintiff contends that it is entitled to exemp- 
tion from federal income tax and excess profits tax 
under the provisions of Section 101(6) of the In- 
ternal Revenue Code because: 


(1) It is a corporation organized and oper- 
ated exclusively for an educational purpose, the 
sole object of its organization having been to act 
as an implementing agency to the educational activi- 
ties of the State College of Washington. During 
all of the taxable years involved and at all other 
times plaintiff has actually been operated in keep- 
ing with the purpose for which it is organized, and 
| all profits have accrued directly to the State Col- 
lege of Washington and its educational activities, 
| the principal destination of its net earnings hav- 
ing been the acquisition of land for a student union 

building, title to which has vested in the State 
| College. 


(2) No part of the net earnings of plaintiff 
| have, during any of the taxable years involved, in- 
| ured to any private individual, but all of its earn- 
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ings have gone to the advancement of the educa- 
tional activities of Washington State College. 

(3) Exemption is not determined by the form 
of the charter of a corporation, but by the actual 
facts with regard to its organization and activities 
and the destination of its income. 


Defendant’s Contentions 


Defendant contends that the plaintiff corpora- 
tion is not entitled to exemption from Federal in- 
come tax under the provisions of Sec. 101(6) of the 
Internal Revenue Code, corresponding provisions 
of the Revenue Acts and the Regulations, because: 


I. 

In order to be exempt under the above-quoted 
section of the law, an organization must be both 
organized and operated exclusively for one or more 
of the specified purposes, and since the plaintiff 
corporation was organized for general business 
purposes, it can not be said to be organized and 
operated for any of the purposes specified in the 
statute. 

LE 

Neither the statute nor the regulations recognize 
that an organization is exempt from Federal in- 
come tax merely because its income is distributed 
to an exempt organization or is devoted to exempt 
purposes, and that neither does the ownership of 
the capital stock of a business corporation by an 
exempt organization entitle the corporation to ex- 
emption, although, through the stock ownership, 


se 
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the exempt organization does, of course, exercise 
control over the affairs of the corporation. 

It is further stipulated and agreed that the right 
of either party is reserved to introduce additional 
evidence. 

/s/ SMITH TROY, 


/s/ LYLE L. IVERSEN, 
Attorneys for Plaintiff. 


/s/ J. CHAS. DENNIS, 
/s/ THOMAS R. WINTER, 
Attorneys for Defendant. 


[Endorsed]: Filed May 18, 1950. 


[Title of District Court and Cause.] 


FINDINGS OF FACT AND 
CONCLUSIONS OF LAW 


The above matter having regularly come on for 
trial before the undersigned judge sitting without 
a jury, the parties having entered into a stipula- 


tion as to the facts and issues herein but reserving 
the right to introduce further additional evidence, 


and testimony having been taken supplemental to 
such stipulation, and the matter having been fully 
argued; upon the basis of the stipulation and testi- 


mony, the court hereby makes the following: 
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Findings of Fact 


I. 
This action arises under Section 1340, Title 8, 
of the United States Code. 


JOE 

Plaintiff is, and at all times hereinafter men- 
tioned, was a corporation organized under the laws 
of the State of Washington having its principal 
place of business at Pullman, Washington, and 
has paid its last annual license fee due the State 
of Washington. 

IT. 

Defendant is, and at all times material hereto 
was, the United States collector of internal reve- 
nue for the district of Washington and all taxes 
hereinafter mentioned were paid to defendant by 
plaintiff pursuant to demand therefor made by de- 
fendant and the same were paid by the said defend- 
ant into the treasury of the United States. 


Ve 

At all times since plaintiff’s organization and 
until March 1, 1947, all of its stock was owned by 
Associated Students of the State College of Wash- 
ington, a non-profit corporation organized under 
the laws of the State of Washington and at all 
times subsequent to March 1, 1947, all of plain- 
tiff’s stock was held by the Board of Regents of 
the State College of Washington pursuant to a 
trust agreement between said Board of Regents and 
the Associated Students of the State College of 
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Washington whereby the principal and net earn- 
ings of the trust shall be used only in furtherance 
of the purposes for which the Associated Students 
of the State College of Washington is organized. 
At all of said times qualifying shares were held 
by officers of plaintiff corporation in trust for the 
owner thereof. 
ve 

Plaintiff, Students Book Corporation, succeeded 
in 1923 to the Student Book Incorperated, a cor- 
poration organized in 1914 by the Associated Stu- 
dents of the State College of Washington herein- 
after referred to as the ASSCW, which supplied 
the original capital in the sum of $2,000. The 
State College of Washington is an educational in- 
stitution operated by the government of the State 
of Washington and is for the most part supported 
by public funds. The ASSCW has been recog- 
nized by the Commissioner of Internal Revenue as 
exempt from federal income taxes under Section 
103(6) of the Revenue Act of 1928 and Section 
231 (6) of the Revenue Act of 1926 according to a 
letter from the Commissioner of Internal Revenue 
to the corporation dated July 14, 1930. Neither 
the Students Book Corporation nor the Associated 
Students of the State College of Washington has 
at any time been engaged in the carrying on of 
propaganda or otherwise attempting to influence 
legislation. 
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VI. 

Plaintiff corporation for many years has oper- 
ated a store on its own property adjoining the 
campus of the State College of Washington for 
the sale to students and faculty members at rea- 
sonable prices of textbooks, students’ supplies and 
other items for the accommodation of students and 
faculty members. The management of the Stu- 
dents Book Corporation at all times works in co- 
ordination with the administration and faculty of 
the State College in determining items of textbooks 
and students’ supplies to be carried in stock. In 
addition to its main store, plaintiff also has con- 
ducted a student restaurant on the campus of the 
State College in quarters furnished to plaintiff 
without charge by the college in a building desig- 
nated the old gymnasium. Approximately four 
per cent of plaintiff’s business is done with persons 
not connected with the college. 


VII. 

During all the taxable years involved herein by 
the terms of plaintiff’s by-laws, all actions of its 
board of trustees were subject to the approval of 
the president of the college, and at all of said times 
all actions of the governing body of the ASSCW 
were likewise subject to the approval of the presi- 
dent of Washington State College. 


VIIL. 
Dividends paid by plaintiff zorporation were, 
from the time of its organization until March 30, 
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1929, paid to ASSCW in the form of stock divi- 
dends, thereafter dividends were paid in cash to 
the ASSCW. Dividends paid in 1933 and 1934 
were earmarked in the resolution by which they 
were declared for specific purposes; first, to finance 
a publication of the ASSCW for distribution to stu- 
dents, and second, to finance the painting of Presi- 
ident Emeritus EK. A. Bryan, which was presented 
to the State College of Washington. With these 
exceptions the Board of Trustees of Students’ Book 
Corporation followed the dividend policy to make 
available funds for the building of a student union 
building adjacent to or on the present campus of 
the State College of Washington. The Board of 
Trustees declared dividends at such times as the 
ASSCW asked for money to implement the pro- 
gram for the construction of a student union build- 
ing, which dividends were transferred to the bur- 
sar (now comptroller) of the State College, who 
in turn has disbursed these funds for the purchase 
of lands, title to which is held in the name of the 
State of Washington, and for other purposes con- 


nected with the construction of the student union 


building. Funds in excess of those needs are held 
in marketable securities. 


lise 
Plaintiff corporation has never passed a rebate 
to the students, faculty members or customers. 
The proposed student union building, when con- 
structed, will be the property of the State of Wash- 
ineton. 
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DS 
Plaintiff has heretofore paid the defendant as 
Collector of Internal Revenue pursuant to demands 
made by the defendant, the following taxes: 


Year Nature of Tax Date Paid Amt. Paid 
1943 Corporate Income Tax Mar. 15, 1944 


June 15,1944 § 4,760.48 
Sept. 15, 1944 


Dee. 15, 1944 

1943 Corporate Declared Value Mar. 15, 1944 
Excess Profits Tax June 15, 1944 349.84 

Sept. 15, 1944 

Dee. 15, 1944 

1948 Excess Profits Tax Mar. 15, 1944 


June 15, 1944 13,735.26 
Sept. 15, 1944 


Dee. 15, 1944 
1943 Capital Stock Tax July 31, 1943 375.00 
1944 Corporate Income Tax Mar. 15, 1945 


June 15, 1945 4,840.07 
Sept. 15, 1945 


Dee. 15, 1945 
1944 Capital Stock Tax July 31, 1944 250.00 
1945 Corporate Income Tax Mar. 15, 1946 


June 15, 1946 5,626.31 
Sept. 15, 1946 


Dee. 15, 1946 
1945 Capital Stock Tax July 31, 1945 250.00 
1946 Corporate Income Tax Mar. 15, 1947 


June 15, 1947 14,159.53 
Sept. 15, 1947 
Dee. 15, 1947 

1947 Corporate Income Tax Mar. 15, 1948 
June 15, 1948 27,586.66 
Sept. 15, 1948 
Dee. 15, 1948 


Total Payments:...2..2.0e ee ee $71,933.15 
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el, 

Plaintiff filed with defendant claims for refund 
for all taxes listed above for the years 1943, 1944 
and 1945, on March 13, 1947. Plaintiff was noti- 
fied of the rejection of each of said claims for re- 
fund by letter dated September 27, 1948, signed 
by E. J. McLarney, Deputy Commissioner of In- 
ternal Revenue. Claims for refund of the amount 
shown above for the years 1946 and 1947 were 
filed with the defendant by plaintiff in June, 1948, 
but after the expiration of more than six months 
thereafter plaintiff had not been advised of any 
action upon said claims. 


pssal id 
The activities of the plaintiff have at all times 
been integrated and coordinated with those of the 
ASSCW and the State College and plaintiff is the 
alter ego of the ASSCW and at all times material 
hereto was organized and existed for the purpose 


_ of carrying out the objectives of the ASSCW which 


pp 


were incident and auxiliary to the educational pur- 
pose of the State College of Washington. 
From the foregoing Findings of Fact the court 


makes the following: 


| 
| 
| 
| 


Conclusions of Law 


I. 

Plaintiff was during the years 1943 to 1947, in- 
clusive, a corporation organized and operated ex- 
clusively for an educational purpose and no part 
of its net earnings inured to the benefit of any pri- 


vate individual or shareholder and no substantial 
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part of its activities was in carrying on propaganda 
or otherwise attempting to influence legislation. 


II. 

During the years 19438 to 1947, inclusive, plaintiff 
was entitled to be exempt from corporate income 
tax, capital stock tax, excess profits tax and cor- 
porate declared value excess profits tax. 


III. 

Plaintiff is entitled to recover from the defend- 
ant taxes paid for the years 1943 to 1947, inclusive, 
in the sum of $71,933.15, with interest thereon at 
the rate of 6% per annum as provided in United 
States Code, Title 26, Section 3771, and plaintiff’s 
costs and disbursements incurred herein. 


Done in open court this 12th day of July, 1950. 


/s/ CHARLES W. LEAVY, 
U.S. District Judge. 
Presented by: 


/s/ FRED L. HALOCKE, 
Assistant Attorney General of 
the State of Washington. 


[Endorsed]: Filed July 12, 1950. 
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In the District Court of the United States for the 
Western District of Washington, Southern Di- 
vision 

No. 1226 


STUDENTS BOOK CORPORATION, 
Plaintiff, 
VS. 


CLARK SQUIRE, Collector of Internal Revenue 
for the District of Washington, 
Defendant. 


JUDGMENT 


The above matter having regularly come on for 
trial before the undersigned judge sitting without 
a jury, and the court having read the stipulation 
of the parties and heard the testimony and the 
arguments of counsel and having made Findings 
of Fact and Conclusions of Law herein, and being 
fully advised in the premises, 

It Is Hereby Ordered, Adjudged and Decreed 
that plaintiff shall recover from defendant as Col- 
lector of Internal Revenue for the district of Wash- 
ington $71,933.15 with interest thereon at six per 
cent per annum computed upon the following basis: 
Interest upon $375.00 from July 31, 1943; interest 
upon $18,845.58 from December 15, 1944; interest 
upon $250.00 from July 31, 1944; interest upon 
$4,840.07 from December 15, 1945; interest upon 
$250.00 from July 31, 1945; interest upon $5,626.31 
from December 15, 1946; interest upon $14,159.53 
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from December 15, 1947; interest upon $27,586.66 
from December 15, 1948. Plaintiff shall recover its 
costs and disbursements herein taxed by the clerk 
in the sum of $75.16. 


Done in open court this 12th day of July, 1950. 
/s/ CHARLES M. LEAVY, 
U.S. District Judge. 
Presented by: 
/s/ FRED L. HALOCKE, 


Assistant Attorney General of 
the State of Washington. 


[Endorsed]: Filed July 12, 1950. 


[Title of District Court and Cause. ] 


NOTICE OF APPEAL 


Notice is hereby given that Clark Squire, Collec- 
tor of Internal Revenue for the District of Wash- 
ington, defendant above named, hereby appeals to 
the United States Court of Appeals for the Ninth 
Circuit from the final Judgment entered in this 
action on July 12, 1950. 


Dated this 3lst day of August, 1950. 


/s/ J. CHARLES DENNIS, 
United States Attorney for the Western District 
of Washington. 


/s/ GUY A. B. DOVELL, 
Assistant United States Attorney for the Western 
District of Washington. 
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Copy of the within Notice of Appeal mailed to 
Smith Troy, Attorney General, State of Washing- 
ton, this 3lst day of August, 1950. 


/s/ BE. HE. REDMAYNE, 
Deputy Clerk. 


[Endorsed]: Filed August 31, 1950. 


[Title of District Court and Cause.] 


ORDER EXTENDING TIME TO 
DOCKET APPEAL 


This matter coming on to be heard ex parte this 
date on motion of the defendant, through his at- 
torneys, J. Charles Dennis, United States Attorney 
for the Western District of Washington, and Guy 
A. B. Dovell, Assistant United States Attorney 
for said district, for an order extending the time 
for filing the record on appeal and docketing the 
appeal in the United States Court of Appeals for 
the Ninth Circuit, to enable the defendant to pro- 
cure a transcript of testimony, and other evidence 
offered at the trial of this case, and it appearing the 
defendant’s notice of appeal was filed herein on 
August 31, 1950, and that such time may be ex- 
tended to a day not more than 90 days from the 
date of filing said notice of appeal, and good cause 
appearing therefor, it is hereby 

Ordered that the time for filing the record on 
appeal and docketing the appeal with the Appel- 
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late Court is hereby extended to and including the 
29th day of November, 1950. | 
Done in Open Court this Ist day of Sept., 1950. 
/s/ CHARLES H. LEAVY, 
United States District Judge. 
Presented by: 
/s/ GUY A. B. DOVELL, 
Assistant United States 
Attorney. 


[Endorsed]: Filed September 1, 1950. 


[Title of District Court and Cause. ] 


DESIGNATION OF CONTENTS OF 
RECORD ON APPEAL 


To the Clerk of the above-entitled Court: 

The above-named defendant, Clark Squire, 
United States Collector of Internal Revenue for the 
District of Washington, by and through his attor- 
neys of record, J. Charles Dennis, United States | 
Attorney for the Western District of Washing- 
ton, and Guy A. B. Dovell, Assistant United States 
Attorney for said district, and Thomas R. Winter, — 
Special Assistant of the Chief Counsel, Bureau of 
Internal Revenue, pursuant to Rule 75(a) of Rules — 
of Civil Procedure, as amended, hereby designates — 
the entire and complete record in this case, includ- ; 
ing a transcript of all proceedings and evidence and — 
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all of the original exhibits, to be contained in the 
record on appeal. 


/3/ J. CHARLES DENNIS, 
United States Attorney. 


/s/ GUY A. B. DOVELL, 
Assistant United States 
Attorney. 


/s/ THOMAS R. WINTER, 
Special Assistant to the Chief Counsel, Bureau of 
Internal Revenue. 


Affidavit of mailing attached. 


[Endorsed]: Filed November 22, 1950. 


In the District Court of the United States for the 
Western District of Washington, Southern Di- 


vision 
No. 1226. 
STUDENTS BOOK CORPORATION, 
Plaintiff, 
vs. 


CLARK SQUIRE, Collector of Internal Revenue 
for the District of Washington, 
Defendant. 
TRANSCRIPT OF PROCEEDINGS 


Before: The Honorable Charles H. Leavy, 
United States District Judge. 


May 18, 1950, 10:00 A.M. 
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Appearances: 


THOMAS R. WINTER, ESQ., 
Assistant United States Attorney, 


Appeared on Behalf of Defendant; and 
LYLE L. IVERSEN, ESQ., 


Assistant Attorney General, State of 
Washington. 


Appeared on Behalf of Plaintiff. 


The Court: Docket 1226, Students Book Cor- 
poration vs. Clark Squire, Collector of Internal 
Revenue, for trial. Are the parties ready? 

Mr. Iversen: The Plaintiff is ready, your Honor. 

Mr. Winters: The Defendant is ready, your 
Honor. 

The Court: There has been submitted here what 
is designated as a stipulation as to facts. 

Mr. Winters: Yes, your Honor. 

The Court: I haven’t had an opportunity, of 
course, to examine it because it was filed just this 
morning. 

Mr. Winters: It is a little more than a stipula- 
tion of facts, your Honor. Paragraphs one through 
thirteen, your Honor—well, through thirteen down 
to line ten—are facts which we have stipulated are 
established facts in this case and may be taken as 
deemed to have been admitted by the Court. Then 
we further stipulate and agree as to the issues pre- 
sented by this case on lines ten through fifteen— 
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about fifteen and a half on my copy—and we have 
set forth the Statute involved and Plaintiff has sub- 
mitted its contentions on page nine and Defendant 
has submitted his contentions on page ten. On the 
last page [3*] there we further agree that either 
party reserves the right to introduce additional 
testimony. 

Attached to the stipulation are copies of original 
documents which we have stipulated are true copies. 
We haven’t checked them but if there is an error 
here and there we can bring it to the attention of 
the Court and have it corrected. 

And, there is one exhibit attached thereto that 
hasn’t been designated in the pre-trial stipulation 
and that is Exhibit 3, and we would want to explain 
to the Court that that is the letter from the Com- 
missioner to the Book Store Corporation, dated No- 
vember 12, 1947. 

Mr. Iversen: There are several respects in which 
an explanation of some of these exhibits needs to 
be made. After the copies were made up and stipu- 
lations prepared, I discovered that there were some 
of these documents that—there were some mattel's 
that—I had not been aware of at the time they were 
made up, and so I will introduce that. information 
by testimony, such as the fact that some of these 
documents were not in effect during the taxable 
years, and so on, but other than that, I think the 
stipulation carries out most of the matters before 
the Court. 

Mr. Winter: I think all other matters have been 
admitted by the pleadings. Our intention wasn’t to 


*Page numbering appearing at top of page of original Reporter’s 
Transcript of Record. 
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make a [4] complete pre-trial order so that it would 
take the place of the pleadings but any controversial 
facts we have been able to agree upon we have set 
forth in the stipulation and agreed upon the issues 
and contentions of the parties which are set forth. 

Mr. Iversen: And the record is preserved here 
to introduce additional testimony and evidence. 

The Court: You have stipulated and are in ac- 
cord on the proposition that Section 101, sub-section 
6, is the only part involved ? 

Mr. Iversen: Yes. This case involves refund of 
income taxes and also refund of excess profits tax 
but the excess profits tax statute provides that cor- 
porations shall be exempt from that if it is exempt 
for income tax purposes, so that, under the statute, 
the determination for income tax purposes deter- 
mines the capital stock and excess profits tax also. 

The Court: Isn’t it your contention that sub- 
division 14 of section 101 has any application? 

Mr. Iversen: No. Section 6 is the only one we 
will make any contention on. 

The Court: Well, why wouldn’t 14 have applica- 
tion? 

Mr. Iversen: We were not trying to establish it 
on that. We don’t think it is that kind of a cor- 
poration. [5] It is not simply a holding company, so 
we haven’t made any contention on 14. 

The Court: Very well. Unless it should develop 
later, from examination, that 14—— 

Mr. Winter: No claim has been made. In order 
to obtain exemptions from income tax, a claim must 
be made, and no claim has been made for refund im 
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this suit, so that, therefore, 14 couldn’t have appli- 
cation in this suit because the Court would have no 
jurisdiction to consider an application in this pres- 
ent suit, no claim having been made under that sec- 
tion and Plaintiff is asserting none. 
Mr. Iversen: If the Court please, I think the 
contentions are very well set up in the stipulation. 
I don’t know whether you have had a chance to 
read that over yet. 
The Court: No; it just now came to me. 
Mr. Iversen: Very generally, your Honor, here 
is what is involved. 
The State College of Washington is, of course, a 
public institution of the State of Washington. At 
the College there is organized the Associated Stu- 
dents—the A.S.S.C.W 
It is an exempt corporation under the income 
tax statutes and recognized as such by the Com- 
missioner of Internal Revenue. [6] 
The Associated Students, some years ago—about 
1913 or *14—organized the Students’ Book Com- 
pany, a predecessor corporation of the present 
: Plaintiff, Students Book Corporation, and they fur- 
nished the original capital for it—about two thou- 

sand dollars—and subsequently, in 1923, the new 

corporation was formed, the Students Book Corpor- 
ation, and gave to the Associated Students, who held 
' all the stock in the Students’ Book Company, 
. twenty-five thousand dollars worth of its stock in 
| exchange for all of its assets in the old Students’ 
| Book Company, and it has been the owner of all 
; the capital stock since. , 


| 
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The articles of incorporation of the Students 
Book Corporation are in the normal form of cor- 
porations under the laws of Washington. 

The Associated Students are formed as a non- 
profit corporation under the laws of Washington. 

The Associated Students has, at all times, ap- 
pointed a Board of Trustees to the Students Book 
Corporation. That Board has consisted of some fac- 
ulty and some student members and since 1933, and 
at all times involved in this litigation, there has 
been a clause in the by-laws of the Corporation that 
all the Minutes of the Board of Trustees of the 
Students Book Corporation must be submitted for 
approval to the President of the State College. 

The Book Stores carries on the ordinary func- 
tions [7] of a students’ book store. Business is 
principally done with students and members of the 
faculty of the State College. About four per cent 
of the business is done with outside people. The 
stock consists of books, students’ supplies, engineer 
and laboratory equipment, and things of that kind 
and some refreshments and restaurant activities. 

The stock was increased by issuance of stock 
dividends and an amendment to the Articles of In- 
corporation until at the present time the outstand- 
ing stock is seventy-seven thousand dollars. 

In 1947, on March 1, 1947, the Associated Stu- 
dents transferred the stock to the Regents of the 
State College under a trust agreement by which the 
Regents agreed to. hold the stock and to use any 
profits from the corporation solely for the purposes 
for which the A.S.S.C.W. was formed. 
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Now, the A.8.8.C.W. carries on the athletic ac- 
tivities and the dramatics 

The Court: And that is a corporation also? 

Mr. Iversen: Yes, a non-profit corporation 
under the laws of the State of Washington and rec- 
ognized as an exempt institution. 

The Book Store has never paid any dividend to 
individuals but the dividends have been paid to the 
Associated Students. The first two dividends in 
money were [8] paid for ear-marked purposes. The 
resolution by which they were declared specified the 
use to which the money was to be put. One was for 
a painting of a president emeritis and another was 
to print a publication, ‘‘Getting Somewhere,’’ to be 
issued to the students. And, subsequently the policy 
was established of setting aside money for building 
a student union building on the campus. 

Dividends have been declared, as requested by the 
Associated Students, for this purpose. Real estate 
has been purchased in the value of forty-five thou- 
sand dollars, title to which has been placed in the 
State of Washington. The real estate has been ac- 
cepted by the Regents of the State College and by 
resolution they recognized that this was purchased 
by the A.S.S.U.W.—that is the parent corporation 
—and held for purposes of the student union build- 
ing. In addition there has been expended something 
hke thirty-two thousand dollars for purposes of 
drafting plans and various preliminaries in connec- 
tion with the students union building. The build- 
ing has not yet been completed. 

Some of this property purchased for the student 
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union building is not yet used for that purpose and, 
I think, it is rented by somebody and the profits are 
used for repairs to the building and some expendi- 
tures have been made in conjunction with the pur- 
chase of securities, and some [9] moneys taken in 
have been invested in marketable securities. 

The bursar of the College—or the comptroller as 
he is now called—is the treasurer. The by-laws pro- 
vide that all actions of its Board of Control—which 
which is the governing body—are subject to the ap- 
proval of the President of the College. 

The book store carries on a rather sizeable busi- 
ness. 

The Court: Well, the Associated Students are 
the owners of the stock in the book store ? 

Mr. Iversen: That is right, except, that since 
March 1, 1947, stock has been transferred to the 
Board of Regents under a trust agreement by which 
they agree to hold the stock and to apply any pro- 
ceeds for the purposes of the Associated Students. 
But, the Associated Students has at all times been 
the owner of the stock until they transferred it to 
the Board of Regents. 

The book store board is appointed by the Associ- 
ated Students and all their actions must be sub- 
mitted to the President of the College for his ap- 
proval. 

Now, I think that, in general, is the factual set up 
in the case, and I would like to call a witness to 
supplement some of these matters. 

The Court: Very well. [10] 
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Mr. Iversen: Do you want to make a statement 
now, or should I proceed ? 

Mr. Winter: No. 

Mr. Iversen: We will call Mr. Pettibone. [11] 


CARL PETTIBONE 


called as a witness for and on behalf of the Plain- 
tiff, having been first duly sworn, testified as fol- 
lows: 

Direct Examination 


The Clerk: State your full name. 

The Witness: Carl Pettibone. 

The Clerk: Spell your last name. 

The Witness: P-e-t-t-i-b-o-n-e. 

Mr. Winter: I think you should first offer in 
evidence the stipulation and the exhibits attached 
thereto. 

Mr. Iversen: Yes. 

Mr. Winter: Have they been received, your 
Honor ? 

The Court: Yes. I haven’t had an opportunity 
to read it. 

Mr. Winter: It is also stipulated that Exhibit 3, 
while it isn’t mentioned, attached to the stipulation, 
is a copy of a letter to the Commissioner and speaks 
for itself, and you make that as a joint offer? 

Mr. Iversen: Yes. 

The Court: There is no issue made at all con- 
cerning these various exhibits? 

Mr. Iversen: No. 

The Court: Of course, if there were a stipula- 
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(Testimony of Carl Pettibone.) 

tion, there couldn’t be, but this is sort of a hybrid— 
both a stipulation of facts and a pre-trial confer- 
ence order. [12] Very well; you may proceed. 

By Mr. Iversen: 

Q. Mr. Pettibone, what is your position? 

A. Business manager and comptroller for the 
State College of Washington. 

Q. How long have you held that position? 

A. Since—officially since—April 1, 1947. 

Q. You reside at Pullman? A. Tighe 

Q. And prior to that time did you have an offi- 
cial connection with the College or any of its activi- 
ties? 

A. I was employed as manager of the Student 
Book Corporation from the first of 1932 through 
"46. 

Q. Are you familiar with the affairs of the Stu- 
dent Book Corporation subsequent to 1946? 

A. I have attended regularly the Board of Trus- 
tees meetings of the Student Book Corporation. 

Q. Mr. Pettibone, the stipulation contains the 
Constitution of the Associated Students. Can you — 
state at this time when that Constitution was 
adopted ? 

A. The Associated Students adopted a new con-, 
stitution in—well, may I have, may I have the file 
that is in the chair—that one file there. 

Q. This file? A. Right. [13] 


(File handed to witness by bailiff). 
A. (Continuing): In March of 1947. 
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(Testimony of Carl Pettibone.) 

Q. That was the date that that constitution was 
adopted ? 

Mr. Winter: Is that Exhibit 5, Counsel? 

Mr. Iversen: I will have to take a look here. Ex- 
hibit 5; that is right. 

Mr. Winter: When did you say it was adopted? 

Q. (By Mr. Iversen): You said that was 
adopted when ? 

The Court: March, 1947. 

Q. (By Mr. Iversen): Now, do you have the 
Constitution that was in effect prior to that? 

The Court: Let me interrupt now. Is this con- 
stitution that you referred to as adopted in March, 
1947, subsequent to the time when the taxes were 
levied ? 

Mr. Iversen: Part of this covers the year 1947. 
The action involves the taxable years 1943 through 
1947. 

The Court: Including 1947? 

Mr. Iversen: That is right. 

Mr. Winter: Are they filed on the calendar year 
basis; I don’t recall? 

Mr. Iversen: Yes; 1947 was made a special claim 
and under our pleadings we have a review upon 
others and [14] 

A. I find that the official notice of adoption of 
the new constitution by the A.S.S.C.W. was April 
2, 1947. 

_ Q. (By My. Iversen): Now, do you have the 
constitution that was in effect prior to April 2, 1947, 
and during the years 
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A. JI have a portion of the ‘‘Evergreen,”’ the 
student publication, dated January 13, 1947, that 
provides the constitution changes under considera- 
tion for revisement by the student body committee. 
“The changes, it is presumed, will be printed in a 
later issue’’—which was the ease. 

Q. Now, do you know whether or not the one that 
is set out there is the one that was in effect prior 
to the adoption of the constitution that is in evi- 
dence, Exhibit 5? 

Mr. Winter: Don’t you have that other consti- 
tution ? 

Mr. Iversen: I think he’s got his book there. 

Mr. Winter: If that is a copy, of course 

Mr. Iversen: I thought I would offer the copy 
rather than the book. If you want the book 

A. The statement is made: ‘‘The Evergreen is 
printing a copy of the constitution changes under 
consideration for revisement by the student body 
committee. The changes will be brought before the 
College students in the [15] future for recom- 
mended changes. It is recommended that all stu- - 
dents read it carefully to make worthwhile changes 
to meet the changing needs.”’ 

Q. (By Mr. Iversen): The question is, do you 
know that that is a copy of the constitution that was 
in effect prior to the adoption of the one adopted in 
the stipulation? Do you know that that is a copy 
of the constitution that was in effect at that time? 

Mr. Winter: Well, Mr. Iversen, I think the con- 
stitution that is set forth in the stipulation as Ex- 
hibit 5 is the one adopted April 2nd, and this is the 
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one previous to that. Do you have a copy in the 
book? 

The Witness: I believe that the book contains 
the constitution since 1947, or parts of the constitu- 
tion prior thereto. 

Q. (By Mr. Iversen): Don’t you have a book 
there showing the constitution in effect prior to 
April 1, 1947? 

A. The A.S.S.C.W. constitution to April, 1947; 
yes. 

Q. Now, will you open your book to that? 

A. Constitution and by-laws, as amended, up to 
September 1, 1945, revised March, 1934, adopted 
April 17, 1934; so, I do have a copy of that. 

Mr. Winter: Mr. Iversen, may I suggest that 
we [16] have no objection to offering that book and 
substituting a copy. 

Mr. Iversen: All right. 

Mr. Winter (Continuing): Of the constitu- 
| tion and it may be marked any number that the 
Court desires to give it. 

’ Mr. Iversen: Then I will offer the book and sub- 
stitute a copy. 

Mr. Winter: No objection; and you will furnish 

/ me with two copies? You can take the book and 

' prepare a copy and send the bottom copies to me. 
I am sure that the State of Washington will not 

: miscopy except for human errors. 

| Q. (By Mr. Iversen): Mr. Pettibone, the book 

‘store by-laws, as included in the stipulation, I be- 

lieve you have said, were amended in October, 1947. 


. 


—— 
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Can you just state what the fact is about the amend- 
ment to the by-laws, and I refer particularly to arti- 
ele 3, sections 1 and 2. 

A. Well, really, at the time the Board of Re- 
gents acted in the matter of the trust agreement 
proposed by the Associated Students, the Regents 
required, or proposed, that the business manager of 
the College act as a trustee on the book store board. 
In order to accommodate one additional faculty 
member, it was deemed desirable to add one [17] ad- 
ditional student, because the A.S.S.C.W. has always 
maintained one more student on its book store board 
than there are faculty persons, so that 1t was recog- 
nized then, on October 15, 1947, the need for two ad- 
ditional persons to act on the board of trustees, 1n- 
creasing thereby the number from seven trustees to 
nine. 

Q. Now, was there an amendment adopted to the 
by-laws at that time ? 

A. The amendment adopted on October 15th— 
section one—‘‘The stockholders of this corporation 
shall be nine in number.’’ 

Q. Do you have a copy of that? My. Pettibone, 
do you have a copy of that amendment ? 

A. Ido not. 

Mr. Winter: We have no objection to your offer- 
ing it and substituting a copy. 

Q. (By Mr. Iversen): Didn’t I give you a copy 
of that a while ago? They were on some small slips. 

A. I don’t have a copy here; but these minutes 
consist of section 1, section 2, and section 1 on 
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another portion of the by-laws—all relating to the 
number of stockholders and method of appointing 
them. 

Q. Well, they are just short; will you just read 
them? [18] 

The Court: You mean stockholders or trustees 
or directors? 

The Witness: ‘T’he procedure has been to—on 
the part of the Associated Students to—appoint 
seven stockholders—and then, as revised, nine stock- 
holders. ‘The stockholders have a_ stockholders 
meeting and elect a Board of Trustees. 

The Court: How do the stockholders acquire 
their stock? 

The Witness: Hach stockholder holds one share, 
in trust, for the Associated Students. The remain- 
ing shares of stock are directly in the name, at the 
present time, of the Board of Regents. Prior to 
April—prior to 1947—the remaining number of 
shares was directly in the name of the Associated 
Students. So that, at the present time, 761 shares 
are in the name of the Board of Regents and one 
share each in the seven stockholders who hold it in 
trust, at the present time, for the Board of Regents. 

The Court: Well, the stock is actually owned by 
the Associated Students ? 

The Witness: It was—the stock is—actually 
owned by the Associated Students. 

The Court: And transferred in trust to the 


Board of Regents ? 


The Witness: That is right. [19] 
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The Court: And the student and faculty stock- 
holders each have one share, transferred from time 
to time as that personnel changes ? 

The Witness: That is correct. 

Mr. Iversen: I would like to offer a copy in 
evidence instead of the book. 

The Court: You may step up there, Mr. Iversen. 


(Mr. Iversen approaches witness. ) 

Q. (By My. Iversen): Now, I will ask again, 
do you have copies of the amendments of October, 
19472 A. I have two of them. 

Q. Well, the amendments to articles 1 and 2, 
section 3? 

A. Well, this book is—sections 1 and 2 of article 
3; correct. 

Mr. Iversen: Will you mark these for identifica- 
tion ? 

The Clerk: As one exhibit? 

Mr. Iversen: Yes. 


The Clerk: Plaintiff’s Exhibit 9 marked for _ 


identification. 

Q. (By Mr. Iversen): I hand you Plaintiff’s 
Exhibit 9 for identification—— [20] 

The Court: Hand it through the bailiff. 

Q. (By Mr. Iversen, continuing): And ask 
you if that is a true copy of the amendment adopted 
in November—or October—1947? A. It is. 

Mr. Iversen: I offer in evidence the copy. 

The Court: JI understand there is no objection, 
Mr. Winter ? 
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Mr. Winter: I just want to be sure. I would 
like to ask a question. 

The Court: Very well. 

Mr. Winter: Those are—what did you say they 
are? What are the papers? 

The Witness: Pardon? 

Mr. Winter: The exhibit you are referring to. 

The Witness: These are amendments to the by- 
laws of the Student Book Corporation. 

Mr. Winter: They are amendments to the by- 
laws of the Student Book Corporation? When 
were they enacted? 

The Witness: October 15, 1947. 

Mr. Winter: By whose action? 

The Witness: By action of the—by action of the 
stockholders of the Students Book Corporation. 

Mr. Winter: Was it at a stockholders meeting 


that day? [21] 


a ———— a 


ee 


The Witness: It was at a stockholders meeting. 

Mr. Winter: And the by-laws were enacted on 
that date? ‘There is no doubt about it? 

The Witness: Pardon? 

Mr. Winter: We have no objection, your Honor. 

The Court: They may be admitted. 


(Plaintiff’s Exhibit Number 9 for identifica- 
tion admitted in evidence. ) 


Mr. Winter: May we have copies? 

Mr. Iversen: Yes; I will prepare copies. 

Q@. (By Mr. Iversen): Mr. Pettibone, in addi- 
tion to the activities carried on at the book store 
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itself, merchandising during the faculty years in- 
volved, 1943 through 1947, did they also carry on 
an activity at another place other than at the book 
store itself? 

A. Well, the book store has continuously, during 
the time it was—during the time it has been the 
Student Book Corporation has—maintained a text 
book, general student supply and restaurant busi- 
ness. The pressure of returning war veterans made 
it imperative that some shift be made to accommo- 
date the volume of customers and at the original 
suggestion of one of the staff and the admission 
officer of the College, the Book Store was offered 
the opportunity to consider going into—moving the 
restaurant [22] to the old gymnasium on the College 
campus. Subsequently such a move was approved 
and the book store has, since midnight—well since 


late 1946—operated a restaurant in the old gym- — 
nasium on the campus. The arrangement under — 


which it operates is that the Board of Regents has— 
the State College provides the rent free building 
insofar as the Students Book Corporation is con- 
cerned. 

Mr. Winter: Is this a matter of an exchange 
between the Association and a matter of needing 
authorization ? 

Mr. Iversen: No. 

The Court: You may go ahead. 

A. (Continuing): Well, it has operated a 
restaurant in the gym since about August, 1946. 
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Q. (By My. Iversen): Under what circum- 
stances did they obtain use of the building? 

A. There has never been a formal agreement. 
That is, a formal document to indicate any perma- 
nent working relationship but the Book Store has 
provided—has been provided—free the gymnasium 
until such time as it 1s expected that the new Stu- 
dent Union building is completed. 

Q. During the taxable years, or 19438 through 
1947, has the comptroller or the bursar of the College 
exercised any function in connection with the book 
store? [23] 

A. If I may use the word comptroller as mean- 
ing bursar; or comptroller as business manager, or 
comptroller. 

Q. Explain that. 

A. Well, we had a new college president effective 
January 1, 1946. At that time—prior to that time— 
the principal business official was known as the 
bursar. Subsequently the title was changed to 
comptroller and once again, subsequently and after 
that, the title was changed to business manager and 
comptroller. However, it is one office in any event. 


But, the comptroller then has, since 1933, held the 


bond—the fidelity or surety bond—of the employees 
who are bonded in the Students Book Corporation 
by reason of a practical requirement on the part of 


the president of the Institution that there be an 


insured protection insofar as book store funds were 
concerned in the Students Book Corporation. Since 
early in 1947 the comptroller has sat as a member of 


54 Clark Squire, C.I.R. 


(Testimony of Carl Pettibone.) 
the Board of Trustees of the Student Book Corpo- 
ration. 

Q. You spoke of the requirement of the presi- 
dent of the College. Well, state what you mean by 
the requirement of the president. 

A. Well, in 1933 there was action taken by the 
Associated Students with regard to the Students 
Book Corporation which resulted in the then presi- 
dent of the State College, E. O. Holland, making a 
statement to the effect— [24] well, I have a letter 
here which states his interest in 

Q. Well, will you produce the letter? 

A. Well, I have a May 30th letter, 1933, ad- 
dressed to Ivar Putnam, president of the Board of 
Trustees of the Student Book Corporation. May I 
read it? 

@. Go ahead. 

Mr. Winter: We will object to it as being self- 
serving. 

The Court: Yes. 

Mr. Winter: And not the best evidence. 

Mr. Iversen: Let me see the letter. 

Mr. Winter: The witness is not here, apparently, 
who wrote the letter. 

Mr. Iversen: Let me lay—— 

Mr. Winter: And it is not binding on the United 
States and he wouldn't have authority to make such 
demands. It is a question of what the articles or 
by-laws provide. 

Mr. Iversen: Will you mark this? 

The Clerk: Plaintiff’s Exhibit 10 marked. 
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Mr. Iversen: Let me lay a foundation for the 
introduction of the letter. 

The Court: Show it to Mr. Winter. 


(Document shown to Mr. Winter.) 


Q. (By Mr. Iversen): Myr. Pettibone, I have 
Plaintiff’s Exhibit 10 and [25] ask you how that 
came into your possession ? 

A. Well, it is a letter which was addressed by 
the then president of the State College to one of 
the members of the book store board who trans- 
ferred it to me as manager of the store at that time. 

@. And in whose files has it been kept? 

A. It has been kept in the book store files, or in 
my file, since its original—since approximately the 
_ time of its original—receipt by the book store. 

Q@. Did you have any connection with the book 
store at the time; May 30, 1933? 

A. I was manager of the store. 

Q. Do you personally know of the fact that this 
has been in those files since that time? 

m A. Yes. 

Mr. Iversen: I am going to offer in evidence 

Plaintitt’s Exhibit 10; your Honor. This is the 
letter from the president of the college request- 
) Ing 
| My. Winter: The College is not a part of this 

action. 

| The Court: Well, you just make an objection 

i and they can offer it. 

| Mr. Iversen: All right; I have already made it. 


: 


i 
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Mr. Winter: Well; we object to it on the grounds 
that it is not binding on the United States. We [26] 
have no objection to the Court’s receiving it for 
what it is worth. 

The Court: Well, the objection will be overruled 
and an exception allowed. I might state my reason 
for allowing this to go in evidence, although it is 
probably somewhat remote, is that it may be rele- 
vant in establishing the close relationship between 
what is recognized as without question or doubt a 
State institution free from all tax by the Federal 
Government. 

Mr. Winter: I might say that I toned down my 
objection considerably after I read the letter. I was 
a little premature but I don’t think it hurts or 
helps us. 

The Court: It will be admitted. 


(Plaintiff’s Exhibit Number 10 for identifi- 
cation received in evidence. ) 


My. Iversen: The letter reads: 

The Court: I don’t think you need to read it; it .; 
will be marked admitted. | : 

Q. (By Mr. Iversen): Mr. Pettibone 

Mr. Winter: We would like to withdraw it for 
the purpose of making a copy. 

The Court: Oh, vou will have a chance to make 
a copy. [27] 

Q. (By Mr. Iversen): Mr. Pettibone, what ac- 
tion was taken as a result of the letter? 

A. Well, the action taken consisted of two oF 
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three prompt meetings of the book store board to 
consider the problem of handling the request that 
the president of the College made and it was handled 
as evidenced by a later communication to the satis- 
faction of the president and of the Board of Regents. 

Q. Do you have a later communication ? 

A. Yes. 

Q. Who was that from and to whom was it ad- 
dressed? I might say, at first how was it handled? 
What was done? 

A. The thing that was done, the book store 
board agreed to provide the president, promptly, 
with minutes of each of its meetings for his ap- 
proval. The point—one point—worked out with him 
was that in the case of a delay which might harm 
the book store business, a time limit was established 
beyond which approval was considered as having 
been given. 

Q. Now, what is this other communication that 
you refer to? 

A. A communication dated June 5, 1933, which 
acknowledges receipt of minutes of the book store 
meeting which considered the problem brought up 
originally by President [28] Holland and which, as 
I said, indicates his agreement that the change, as 
' proposed, satisfactorily meets the requirement that 

he referred to in his original letter. The one—— 
| Q. Go ahead. 

A. The one point not covered in any communica- 
| tion—either of these two communications—and that 
goes back to where the start was—is that the bonds 
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of the employees were then placed in the hands of 
the bursar or comptroller of the State College. 

Mr. Iversen: Will you mark this? 

The Clerk: Plaintiff’s Exhibit 11 marked for 
identification. 

The Court: These fidelity bonds, Mr. Pettibone, 
that you referred to, of the various employees ran 
in favor of whom? 

The Witness: Of the Students Book Store Cor- 
poration. 

Mr. Iversen: I offer in evidence Plaintiff’s Iden- 
tification on Number 11. 

Mr. Winter: We object to it. It is incompetent, 
irrelevant and immaterial and the issues are not 
involved in this case. 

The Court: Does it make reference to the Exhibit 
just admitted ? 

Mr. Winter: Yes; your Honor. [29] 

Mr. Iversen: This is the answer to the Exhibit. 

The Court: The objection will be overruled, and — 
it may be admitted. ) 


(Plaintiff’s Exhibit Number 11 for identifi- — 
cation admitted in evidence.) 


Q. (By Mr. Iversen): Mr. Pettibone, the ar- 
rangement worked out of submitting the minutes to 
the president, has that action been employed subse- | 
quent to its adoption in 1933? 

A. It has been strictly complied with—or was 
strictly complied with—for the period that I was — 
manager of the store. Since I have been in the — 
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administrative office I have seen several of the 
minutes which have been forwarded to the adminis- 
trative office by the present manager. I can not 
say that I can state that every one of the minutes 
were forwarded to that office by the present man- 
ager of the store; but, the present manager of the 
store is here and would have to testify on that. 

Q. The stipulation that is in here does not in- 
clude by-laws of the A.S.S.C.W. Do they have by- 
laws and do you have a copy of the by-laws? Do 
you have the by-laws? 

A. I do have a copy of the by-laws as adopted 
April 2, 1947. 

Q. Do you have a copy that is available for 
introduction without putting in the book? [30] 

A. Well, it is elsewhere than here if I do. 

Mr. Iversen: If I could speak to the witness off 
the record. 

Q. (By Mr. Iversen): I think the by-laws are 
in that same set of papers as the constitution that 
vou referred to. 

A. This would be the by-laws prior to the change 
on April 2, 1947. 

Q. All right. Now, do you have a copy of the 
by-laws subsequent to the change in 1947? 

A. I do have the original; no, Mr. Attorney, I 
do not find a copy of the original. 

Q. Do you have a copy that you know is correct ? 

A. No. I say I do have the original. 

Mr. Winter: I suggest you offer the original and 
substitute a copy. 
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Mr. Iversen: All right; I will offer the book. 
Mr. Winter: No objection. 
The Court: Very well; it will be admitted. 
Mr. Iversen: And later to substitute a copy. 
The Court: And a copy may be substituted. 
The Clerk: Plaintiff’s Exhibit 12 marked and 
admitted. 


(Plaintiff’s Exhibit Number 12 marked for 
identification and admitted in evidence.) [81] 


The Court: Do you have a copy? 

Mr. Iversen: I would like to use this and offer a 
copy later. It is a student publication but it does 
have the by-laws and constitution. Then until we 
ean copy it, your Honor can look at that. 

I believe that is all; you may examine. 


Cross-Examination 
By Mr. Winter: 


Q. Mr. Pettibone, I understand you became the | 
manager of the Student Book Corporation in 1933? 

A. In 1982. ; 

Q: 19822 A. Right. 

Q. What was your business before that time? — 

A. I was a college student from 1923 to 1927, 
employed in the book store. 

Q. What was the nature of your employment? 

A. Clerk, fountain boy, cook. 

@. And you became manager after you gradu- 
ated; and did you work there after your graduation? 


oe 
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A. From 1927 through 1931 I was employed by 
the book store. 

Q. How many employees did they have about 
that time; do you recall? 

A. I couldn’t provide figures. I mean, honest 
recollection. [32] 

Q. And you were manager until? 

A. April 1, 1947. No, through—I was actu- 
ally—I caried the title through that period. The 
last three months I was actually on detached duty 
with the State College. 

Q. In 1947 they had 301 employees; is that right ? 

A. Well, I can’t state that from direct and im- 
mediate knowledge. 

Q. How many employees—strike that. When 
did you open—or when did the corporation open, 
the restaurant in the gymnasium? 

A. In August, 1946. 

Q. Did they use part time employees in that 
operation ? 

A. Many, many part time employees. 

Q. They employed students? 

A. A very many students are employed. 

Q. Do they employ anyone from the downtown 
area? 

A. Well, I can’t—I believe that is something 
that the present manager of the store could answer. 

@. During the time you were manager ? 

A. During the time I was manager, I would 
Say, with the exception of the cooks and the mana- 
ger of the restaurant, perhaps three or four full 
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time waitresses and the rest [33] were students on 
part time employ. 

Q. Who handled the hiring and firing of the 
employees; the manager? 

A. The manager of the book store has at all times 
been responsible for the hiring and firing. In actual 
practice it has always worked out where a depart- 
ment manager, such as the restaurant manager, 
would hire subject to the approval of the manager 
of the book store. 

Q. How many departments do you have in the 
book store corporation ? 

A. It is actually considered as being the test 
book department, the supply department, and the 
restaurant department in terms of three specific 
accounting breakdowns. 

Q. Did you earry a substantial stock of candies 
and confectionaries ? 

A. Candies and confectionaries are always car- 
ried by the book store. 

Q. Do you carry all kinds of stationery sup- 
plies and guests—guest—supplies ? 

A. The store has a guest assortment. 

Q. About what inventory—about what would 
be the value of your inventory—in 1947? Do you 
have any idea? You had on exhibit—or the stipu- 
lation, paragraph H had—gross sales, $471,373. 
Do you recall approximately what [34] your in- 
ventory was that you carried? 

‘A. No; I don’t recall. Was the inventory infor- 
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mation made available to you? We can get the in- 
formation. 

Q. Do you have the inventories? A. Yes. 

Q. I show you what has been handed to me 
as—— 

Mr. Winter: Mark it for identification first, will 
you, please? 

The Clerk: As defendant’s Exhibit? 

Mr. Winter: Yes. 

A Spectator: JI have another copy here. 

Mr. Winter: Well, we can substitute a copy later. 

The Clerk: Both as one exhibit? 

Mr. Winter: Yes; that would be all right. 

The Clerk: Defendant’s Exhibit A-1 marked 
for identification. 

Mr. Winter: Rather than taking the time, Coun- 
sel, we will offer Defendant’s Exhibit A-1, which 
appears to be the balance sheet of the Student Book . 
Store Corporation, from 1929. We are only inter- 
ested up until and through the years involved. 

Mr. Iversen: I have no objection. 

Mr. Winter: And showing the net sales by de- 
partments. I think it might be helpful to the 
Court in this [35] matter. 
| The Court: And copies may be substituted for 


t 
t 


| The Clerk: Are they admitted? 

_ The Court: They will be admitted. 

|. he Clerk: Defendant’s Exhibit A-1 admitted 
| in evidence. 
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(Defendant’s Exhibit Number A-1 for identi- 
fication admitted in evidence.) 
By Mr. Winter: 

Q. Where is the main book store located with 
reference to Pullman? Is it off the campus? 

A, At the time it was built it was on the edge 
of the campus. The State College now owns land 
all the way around it. Its location is across the 
street from the girls’ dormitory and, in another 
direction, across the street from the College Station 
Branch Post Office. 

Q. The Student Book Corporation owns the 
building ? 

A. The Student Book Corporation owns the 
building and the land. 

Q. And bought the building and the land from 
the earnings of the corporation? 

A. That is right. 

Q. Do people from—is it available for people 
downtown, other than students, to make purchases — 
there? [36] | 

A. It is available to any purchaser, with rela- — 
tively few taking advantage of it. 

Q. But it is available. Are there students from 
other schools that come there and purchase? Par- 
ticularly public schools? A. They may. 

Q. They do as a matter of fact. You figure about 
four per cent of your sales are from other than 
students ? A. That is an estimate. 

Q. Do any—does anyone from, other than 
students, come up there to the restaurant? 
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A. With the exception of faculty and students; 
very, very few. _ 

Q. Visitors that might be visiting take advan- 
tage of it? They are not students? 

e Phat is meht. 

Q. If I was a student there and my parents 
came to visit me, I could take them there for meals? 

A. Right. 

Q. If I wanted to go there and make any sort 
of a purchase for guests, I could go into the book 
store ? A. You could. 

Q. And, in other words, the store is open to the 
general pubile? A. That is correct. [37] 

Q. And no restrictions whatsoever on any pur- 
chase there? Would I get the same price that the 
students would get? 

A. You would buy at identical prices. 

Q. And if you were selling any articles below 
cost I would get them below cost? 

You would. 

Do you sell some things below cost? 

Yes, sir. I beg your pardon. Below list? 
No; I said below cost. 

Only as they occasionally find themselves in 
the position of having to do so. 

Q. It is your intention to make a profit on the 
merchandise ? A. That is the—— 

Q. What is your usual profit on the mark up? 
Do you have a fixed mark up on supplies? 

A. No. It would be quite a flexible mark up 
with the mark up considerably less on the essential 
supplies than on the non-essential and, in the case 
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of text books there is a fairly fixed mark up which 
actually results from the purchaser price schedule 
and discount schedule. 

Q. And if I set up a book store right up next to 
it I could go into competition with your company? 

A. That is right. [38] 

Q@. And I could make the same purchases of the 
same textbooks from the same people? 

A. You would be able to purchase substantially 
most of the same items that the book store does with 
the limitations that the manufacturers might place 
on their retail outlets. 

Q. In other words, any manufacturer has a right 
to limit the number of stores selling his merchan- 
dise and if you were there first he might deny me 
the right to sell it? Outside of your arrangements 
with the College, there was no connection between 
the College, so far as the business end of the busi- 
ness was concerned, was there? So far as the busi- 
ness end, outside of your stock ownership, the 
corporation was operated the same as any other 
corporation, wasn’t it, by the manager? Do you 
understand what I mean? . 

A. Well, what you are saying is that it has been 
operated as though it had complete freedom of 
operation. The answer is no. 

(. You say it has not been operated as such? 

A. No. It has been strictly a part of a college 
operation in the sense that it has been free to go 
ahead and do as it might wish in matters such 
as price and policy. 

Q. Of course, the college could break its back 
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if it wanted to, couldn’t it, because of the nature 
of the operation? [39] 

A. The college doesn’t break the back of its 
operating units. It can cancel a school of social 
work, which it did do, and in the same way it could 
eancel the book store. 

Q@. Isee. But does the manager—do you have 
free rein as to what purchases you should make? 

A. Well, I don’t believe any manager—I know 
while I was there I certainly worked completely 
closely with the Board of Trustees as well as the 
potential customers, and the best customers are the 
faculty in the final analysis because they determine 
what sales should be to the students. 

Q. Is it contemplated that the restaurant will be 
moved to the Union building, which is under con- 
struction or is going to be built? 

A. The restaurant will be moved into the Union 
building and arrangements have been made for the 
tearing down of the structure it is in at present. 

Q. Do you make a profit on the restaurant? 

fe iNo, sir. 

@. You haven’t made a profit on the restaurant? 

A. Well, as a general statement, it is true that 
the restaurant has never been profitable. 

@. Have you tried to make a profit on it? 

A. For several years, at least, the answer is no. 
For example, coffee at the present time is five cents 
a cup. [40] You might be able to think in terms 
of making it five cents, or ten cents rather, as it is 
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elsewhere in town. If we were seeking and striving 
for profit, coffee would be ten cents a cup. 

Q. Well, you attempt to make a profit on your 
restaurant, don’t you? A. No, siz. 

Q. Do you expect to make it up otherwise? 

A. The books and supply department have been 
absorbing the loss from the restaurant. 

Q. I see. Does the corporation have any con- 
tractual arrangement with the College or with the 
A.S.S.C.W. for water for its restaurant in the Un- 
ion building ? 

A. Well, when the Union building is completed 
and the restaurant moves in, the restaurant becomes 
a part of the Union operation as distinguished from 
the book store operation. 

Q. As distinguished from the book store oper- 
ation ? A. Right. 

Q. Do you have a book store in any other place 
except at the one location; downtown or anywhere? 

A. No; those are the two locations. 

Mr. Winter: I think that is all. 

The Court: My. Pettibone—— 

The Witness: Yes? [41] 

The Court: When this Union building is com- 
pleted—I think the stipulation referred to it as a 
three hundred thousand dollar structure—it will be 
erected upon lands that the State of Washington 
now owns or which has title to? 

The Witness: Well, the story of the land is inter- 
esting. 

The Court: I don’t care to go into details. 


us. Students Book Corporation 69 


(Testimony of Carl Pettibone.) 

The Witness: Well, it will be on State College 
property, correct. 

The Court: And the building itself will be owned 
by whom? 

The Witness: By the State College. 

The Court: By the State College of Washing- 

ton? 

The Witness: Right. 

The Court: And the net profits of this operation 
. that you have had from year to year, have any part 
of them gone into this proposed plan or construc- 
tion of the Union building ? 

The Witness: They have gone in through the 
dividends to the Associated Students, with Asso- 
ciated Students ear marking the funds for the Stu- 
dent Union purposes. 
| The Court: And for what other purposes have 
the net profits been used? [42] 

The Witness: Well, to the best of my knowledge 
the Associated Students has used all of the dividend 
moneys expended, with the exception of the two 

earlier ones that Mr. Iversen made reference to, for 
plans and for lands and something in connection 
/with the new Union building. And the fact is, the 
Union building structure only, the original struc- 
ture, will cost two and a quarter million. 
| The Court: I may be confused, I thought the 
figures three hundred thousand dollars was in here 
somewhere. 

The Witness: I don’t recall a three hundred 
thousand dollar figure, or how it could be used here. 
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The Court: Well, that is not so very material. 
Now, in stocking the merchandise, particularly in 
reference to laboratory supplies and stationery and 
text books and matters of that kind, did the com- 
pany, when you were manager, have a free hand to 
stock anything he desired or was he directed in any 
way by the faculty? 

The Witness: There was a very close working 
relationship between the manager and the member 


of the faculty in all those items which were used , 


in class rooms. That is, student essentials, and that 
obviously goes on through the text book picture 
where there must be a very close working relation- 
ship if the store is to function as it [43] should. 

The Court: Well, was there any endeavor to 
stock generally the merchandise such as a dealer 
would who was not on the campus? 

The Witness: Well, there are many items car- 
ried by the store which are not essentials. The guest 
items and, in the case of stationery, only the buying 
habits of a college crowd dictate what stationery 


should be purchased, so that, in the non-essential - 


items, the book store manager, under the supervision 
of the book store board, has exercised just a good 
merchants judgment. 

The Court: Well, would that became a major 
factor in the sales, that portion that you designate 
as non-essentials? 

The Witness: It is a very important part of 
sales. I can’t give you any percentages. The text 


book volume is the book volume. The essential | 
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student supply volume is most substantial, but the 
students themselves actually recognize that the non- 
essential items are stocked for two principal rea- 
sons: One is that the students appreciate the near- 
ness of the availability of the items; and the other 
they do seem to recognize is that any profits that 
are earned on the relatively higher mark up items 
will end up in the long run in the operation of, or 
the construction of, the new Union. [44] 

The Court: Would you have been free, when you 
were manager of this store, to branch out into other 
lines of activity, such as agricultural implements 
and drug business, let us say, and general mer- 
chandising in clothing and shoes? 

The Witness: No; the Board of Trustees would 
not have tolerated it and, if the point were stretched 
to the place where the Board of Trustees might 
tolerate it, I believe it would be stopped there be- 
eause the president would stop it. 

The Court: You mean you would have been re- 
strained by reason of controls, either direct or 
| indirect, by the college or members identified with 
the college? 

The Witness: Yes. 

_ The Court: I think that is all. 

| Q. (By Mr. Winter): You wouldn’t have been 
restrained in the amount of candy you would buy 
: 


for the students, would you? A. No, sir. 
Q. Or any items which would be—which you 
‘might be—able to sell and make a profit on, would 
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A. Well, you would still be restricted on the 
turn-over of all the items. 

Q. Oh, sure, because of the location and where 
the book store was situated and who your customers 
were. That [45] 1s what you were limited by, wasn’t 
vila A. No. 

Q. Chesterfield cigarettes is an item you will 
sell as many as vou have customers to buy. If you 
thought a talking doll would be a big item to sell, 
to the students, you would be at liberty to sell that? 

A. Well, there is a place where it would ob- 
viously stop, though. 

Q. Yes; but you weren’t limited by the items 
that a book store could sell? 

A. No. If the University had no objection to a 
talking doll, we would stock a talking doll. 

@. And rug items, you were more or less of a 
pook and drug store, weren’t you, without the drugs? 

A. Well 

Q. Cosmetics, for example ? 

A. Those items—those items the book store 
doesn’t carry in the sense of the normal drug store. 
The perfumes and the drug items, they have a 
fifteen cent line to accommodate the kids. 

Q. Something that would sell; that is what you 
were in business for? 

A. But if the Board of Directors said, let’s put 
in a good line, in terms of what you said, that is 
one thing; but, I don’t believe the book store wil 
ever stock that [46] type of thing, although I think 
that particular line would be a good selling line. 
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Q. What about sporting goods; do you sell any 
sporting goods? 

A. Well, the primary emphasis is on the neces- 
sary equipment. Beyond that, I would say relatively 
little. 

Q. Well, you were interested in a quick turn 
over, weren’t you? 

A. Well, not in—in certain lines perhaps but 
not straight across the board. 

Mr. Winter: That is all. 

Mr. Iversen: I have no further questions. 

The Court: J wanted to ask you this, Mr. Petti- 
bone, by reason of the long years that you were 
with this activity, you became more or less familiar 
with similar activities in other parts of the United 
States an dwit hother educational institutions, both 
private institutions and public institutions, of 
higher learning? 

The Witness: Not at all with private institu- 
tions, but rather well with, particularly the West 

Coast, publishing institutions. 

The Court: Well, were they engaged likewise in 
Breet similar activities ? 
_ The Witness: The pattern on the West Coast, 
in the larger institutions, insofar as products han- 
‘died is [47] about the same. 

The Court: That is, in the Universities of Wash- 
‘ington and Oregon? 
The Witness: Yes, the pattern, in terms of opex- 
lating unit differs. Variations all the way from the 
University of California where it is operated as a 
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department of Associated Students to a distinet 
entity as the University of Washington and Wash- 
ington College. 

The Court: Are you familiar with the Stanford 
operation ? 

The Witness: Yes, the Stanford operation was 
a distinct and entirely outside business in terms of 
the mechanics in the way it was set up, as dis- 
tinguished once again from California where it is 
meshed right into the Associated Students in that 
ease. 

The Court: ‘That is all. 


(Witness excused. ) 


Mr. Iversen: That is all of our witnesses for the 
Plaintiff and the Plaintiff rests. 
Mr. Winter: The defendant rests, your Honor. 


The Court: Well, I, of course, want to go over — 
this stipulation quite carefully and check back on | 
this evidence and these exhibits, but I think I will | 


give you an opportunity to present such argument 
as you have and then this afternoon T can deter- 


mine whether I shall make a disposition [48] of the - 


case summarily or whether I should take it under 
advisement. 

Mr. Iversen: If the Court please, I have a trial 
memorandum. 


(Whereupon, argument was made by Counsel 
for Plaintiff.) 


The Court: The situation that we have before 
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us, is there any fee levied upon enrolling students 
that is used in any way? 

Mr. Iversen: I think in the Associated Students 
there is a fee but not in the Book Store. There is 
no charge so far as the book store is concerned. I 
believe there are dues payable to the Associated 
Students. 

The Court: And is payment of those dues a 
prerequisite of being a customer of the book store? 

Mr. Iversen: No. As a matter of fact, anybody 
ean go into the book store and buy something. Ac- 
tually, all but four per cent of the business is done 
with students and faculty, but there is no member- 
ship arrangement so far as the book store itself 
is concerned. 


(Whereupon, further argument was made by 
Counsel for Plaintiff. ) 


| The Court: I think we will suspend now until 
two o’clock. Court will be at recess until two 
o'clock. 


(Whereupon, at 12:00 o’clock, noon, a recess 
was [49] had until 2:00 o’clock, p.m., May 18, 
1950, at which time the following proceedings 
were had, to wit.) 


The Court: All right, Mr. Iversen. 


(Whereupon, further argument was made by 
Counsel for Plaintiff.) 


(Whereupon, argument was made by Counsel 
for Defendant.) 
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The Court: Do you have anything further, Mr. 
Iversen ? 


(Whereupon, further argument was made by 
Counsel for Plaintiff.) 


The Court: J think I am prepared at this time 
to make a disposition of this case. 

At first blush it seems to be an extremely compli- 
cated matter, but that is more or less true of all 
these Internal Revenue cases. It is extremely diffi- 
cult, if not impossible, to find as a precedent some 
case where the facts are on all fours with the one 
being given consideration at the moment. And I am 
not surprised, that with the diligence of counsel on 
both sides as well as some research done by the 
Court and my law clerk, that we haven’t been able 
to find anything that falls squarely in with the 
facts as they are in the instant case. 

The question of interpretation of the statute he- 
comes a matter of significance and importance and 
I think [50] it would be agreed upon by both sides 
that interpretation of a set of facts such as we have | 
here is required to be liberal rather than strict, and | 
I shall keep that rule in mind in making a disposi- ; 
tion of this case. . 

The action is to recover taxes paid under protest, | 
including excess profits tax and corporate income | 
taxes and capital stock tax too, I think, though it | 
is a small item for the years 1943, 1944 or 1945, 1946 | 
and 1947. | 

The stipulated facts fairly cover the evidence in 
this controversy, but the oral testimony and the’ 
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locuments offered—identified and offered while Mr. 
Pettibone was testifying—have a tendency to clarify 
hese stipulated facts and make less difficult to deter- 
nine findings by the Court. 

The law, insofar as it applies here, is this section 
101, sub-division 6, of the Internal Revenue Code. 
[ should have that citation. 26 U.S.C.A. And it 
orovides that ‘‘corporations organized and operated 
xxclusively .. .’’-—and I shall omit except as it 
upplies here—‘‘for educational purposes, no part 
yf the net earnings of which accrue to the benefit 
of a private share holder or individual . . .’’-—and 
mmitting—‘‘ would be exempt.’’ 

I shall omit the part not in issue. 

And we have to determine, from the whole facts 
1ere, whether the corporation—the book store— 
was [51] organized and operated exclusively for 
educational purposes; and, further, that its earn- 
nes—and they have been substantial throughout the 
ater years—did not accrue to a private individual. 

On the latter proposition there isn’t any dispute. 
None of the earnings of the book store have, nor 
even could under its set up—acciued to the benefit 
yf a private owner. All of its earnings, whether they 
aad to go that way or not, have gone to a tax exempt 
corporation, and that is why this morning I asked if 
you had in mind, I think it was, sub-division 11 that 
dealt with tax exemptions on income. Is that 11? 
14? 


(Law Clerk nods affirmatively.) 


The Court: Because, at the time that I was 


— 
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giving consideration to this I didn’t have the bene- 
fit of the agreed statement of facts before me. 

But, it is very clear, so far as the facts go, and 
the Court has no hesitancy in making the finding, 
that none of this money that was earned has ever 
gone to a private individual or gone to a profit 
making corporation. 

The question then, first, that we have to consider, 
it seems to me, is: Is this corporation one that by 
liberal construction a Court can find to be an educa- 
tional corporation; and I use the term “liberal” 
advisedly. 

If there were no State College in Pullman, [52] 
then, certainly, the activities of this corporation 
would have nothing to do with education. 

But, the history of its creation and its activities 
would seem to indicate that it came into being 
solely for the purpose of furthering the activities 
of the College itself and that it has continued to 
be so operated. 

Preceding the corporate structure here involved, 
the Students Book Store, we have the corporation 
structure of the Associated Students. As disclosed 
by the evidence here the Commissioner quite wisely 
found that that was an activity of an educational 
type and character and there is no profit from it 
that could accrue to any private individual. It was 
the Associated Students then, and through their 
activities and by the use of their accumulations 
which were small in amounts back in 1923, I think 
was the year, that the incorporation of the book 
store took place. 
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Now, the articles of incorporation, we will say, 
were drafted, by whoever drew them, following the 
formal language of a commercial corporation. But, 
there isn’t even the remotest reference that it was 
ever intended: that this corporation could engage in 
commercial activities not identified with the College. 
And the facts are unequivocal that all of its activi- 
ties of a commercial nature were identified with the 
College, excepting the four per cent which were 
incidental sales to the great volume of gales [53] 
throughout the years. 

I asked the question of counsel for the Commis- 
sioner as to what his view would be, if the Associ- 
ated Students, without the organization of this cor- 
porate structure, had engaged in the various activi- 
ties that the book store had been doing, in refer- 
ences to taxes. Maybe the Court was a little bit 
unfair in asking that question without giving coun- 
sel an opportunity to carefully weigh and consider 
it. At any rate, I am in full accord with his answerl, 
that there would have been no liability. 

Now then, I go just one step beyond that and, 
from the evidence here, attempt to ascertain just 
} what this corporate structure is—the Book Store— 
and, again from the stipulated facts plus the docu- 
Mmentary evidence—find it is nothing more or less 
than the alter ego of the Asosciated Students in this 
general activity. And the Associated Students, at 
least since 1947, are nothing more or less than a 
conduit through which the earnings of the Book 
Store Corporation will pass to the State College, an 
bxempt institution. In fact, an institution created, I 


: 
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think, by the Constitution of Washington itself 
which provides for a land grant. 

Well, with such findings of fact—and I bear in 
mind fully this Stanford case because it comes more 
nearly to being on all fours than any of the numer- 
ous cases that have been cited or been examined— 
with such findings of [54] fact—I can not do other 
than find that the Plaintiff is here entitled to be 
placed in an exempt status and to recover from the 
Commissioner in this case. 

In interrogating counsel on one side or the other 
side, I made reference to the dissenting opinion in 
the Stanford case. Judge Healy, still on the bench 
and probably one of the outstanding judges on the 
Court of Appeals in the United States Ninth Cir- 
cuit, found that from the facts there exemption 
should be allowed to the book store. Of course, I 
can’t accept that as the law. I am not like the Com- 
missioner. 1 don’t feel that I have the right to fly 
in the fact of precedent by the Appelate Court, so 
I must accept as law the opinion of the majority of 
that court. But, they make this distinction—the 
majority of the court do—and it is a marked dis- 
tinction: That there were earnings that directly 
passed back to the various individuals who fur- 
nished the original capital by which it could 
operate. When a profit was shown, they received 
repayments. Here the moneys are paid to the As- 
sociated Students by virtue of the regulations and 
make up a part of its fund and can never be paid 
back to any of the students nor any individual and, 
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in the whole set up, they ultimately inure to the 
College itself. 

Then, in addition to what I have said, it 1s a fact, 
and has been since the year that Dr. Holland [55] 
wrote that letter—and I have forgotten whether 
that was 1933 or 1934—— 

Mr. Iversen: 1933. 

The Court: ———and, whether he had a right to 
demand a power of veto, which was the equivalent 
of a control, or not, it was granted to him at that 
time and since that time the College has—the Re- 
gents and the College through the President have 
had—a control of the entire situation, of how the 
funds should be handled and what the policy should 
be in conduct of this business. 

I would like for you to prepare fairly complete 
findings of fact in this case, Mr. Iversen, and sub- 
mit them to Mr. Winter. And, I want to say in this 
case, as I do in so many others, that I am perfectly 
happy to see the Commissioner test the wisdom or 
lack of wisdom and judgment or lack of good judg- 
ment on the part of the trial court by taking the 

case to an Appelate Court. 

I am not advising further litigation but I ap- 
|preciate the importance of this as dealing with a 
‘somewhat similar institution in every larger educa- 
) tional institution in America and, if I am in error, 
Pthat can be corrected. If I am not in error and 
Congress thinks that it 1s an unfair exemption, they 
ean correct it by legislative enactment. 

I think that is all. [56] 
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The Court: Well, if there is nothing further, 
this Court will be adjourned until 10:00 o’clock to- 
morrow morning. 

(Whereupon, at 3:10 o’clock p.m., May 18, 
1950, hearing in the within-entitled cause was 
adjourned. ) 

Certificate 

I, Earl V. Halvorson, official court reporter for 
the within-entitled court, hereby certify that the 
foregoing is a true and correct transcript of matters 
therein set forth. 


/3s/ EARL V. HALVORSON. 


[Endorsed]: Filed November 21, 1950. 


PLAINTIFE’S EXHIBIT No. 1 


‘‘Students Book Corporation 
‘*Pullman, Washington 


‘*Articles of Incorporation 


‘Know All Men by These Presents, That we, the 
undersigned, have this day voluntarily associated 
ourselves together for the purpose of forming a cor- 
poration under the laws of the State of Washing- 
ton, and we hereby certify: 

‘Hirst. That the name of said company is The 
Students Book Corporation. 

‘‘Second. That the purposes for which it is— 
formed are to carry on a general book, stationery, 
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sporting goods, refreshment and a general mercan- 
tile business, to buy and sell real estate, to engage 
in a general insurance business. 

“Third. That the place where its principal place 
of business is to be transacted shall be at Pullman, 
in the County of Whitman, State of Washington. 

“Fourth. That the term for which it is to exist is 
Fifty years from and after the date of its incor- 
poration. 

‘Article 5 

“Articles of Incorporation amended ‘That the 
number of trustees shall be seven.’ Minutes of the 
Board of Trustees, November 30, 1927. 


‘* Names Residence 
mo. C. Colpitts............. Pullman, Washington 
ee. Meeker ................ Pullman, Washington 
mt. Dunning............... Pullman, Washington 
Mee. Snyder,............ Pullman, Washington 
Meee, Weller.............. Pullman, Washington 


‘‘Article 6 
“Articles of Incorporation amended. Board of 
Trustees minutes, January 25, 1928. ‘The author- 
ized capital stock be increased to $1,000,000.00. ’ 
‘In Witness Whereof, We have hereunto set our 
hands and seals this 21st day of February, 1923. 


“F.C. COLPITTS, 
“L, MEEKER, 
“M. DUNNING, 
“M. K. SNYDER, 
“FB, A. WELLER. 
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‘*State of Washington, 
‘*County of -Whitman—ss. 


‘‘On this 21st day of February, 1923, before me, 
M.S. Jamar, a Notary Public, in and for the State 
of Washington, personally appeared E. C. Colpitts, 
M. Dunning, M. D. Snyder, and F. A. Weller, per- 
sonally known to me to be the individuals whose 
names are subscribed to the within instrument, and 
they each duly acknowledged to me that they exe- 
cuted the same for the uses and purposes therein 
mentioned. 

‘‘Given under my hand and official seal this 21st 
day of February, 1923. 


““M. S. JAMAR, 
‘‘Notary Public in and for the State of Washing- 
ton, Residing at Pullman, Wash.’’ 


PLAINTIFF’S EXHIBIT No. 2 
‘“By-Laws of the Students Book Corporation ~ 
‘*(Adopted April 18, 1923) 
‘‘ Article 1 (Name and Object) 


‘‘Section 1. The name of this corporation shall 
be The Students Book Corporation. 

‘‘Section 2. The purposes for which it is formed 
are to carry on a general book, stationery, sport- 
ing goods, refreshment, and a gencral mercantile 
business, to buy and sell real estate, to engage in a 
general insurance business. 
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‘‘Article IT. (Stock) 

“Section 1. The capital stock of said corpora- 
tion shall be $60,000.00 divided into 600 shares of 
the par value of $100.00 each. (Incr. to $100,600 
In 1928.) 

“Section 2. Amended. Dividends shall he de- 
clared from the surplus profits of the Corporation 
at such times as the Board of Trustees shall direct, 
and no dividends shall be declared that will impair 
the capital of the Corporation. 


“(Amended December 16, 1936.) 
“Article III. ( Stockholders) 


“Section 1. Amended. 

The stockholders of this corporation shall be seven 
in number. All stockholders shall be appointed by 
the president of the Associated Students of the 
State College of Washington with the approval of 
the Board of Control of said body. Each stock- 
holder so appointed shall hold one share of stock. 
The Associated Students of the State College of 
Washington shall hold all but Seven shares of the 
total stock subscribed for and paid up. Each stock- 
holder shall have one and only one vote irrespective 
of number of shares held. 


“(Amended May 4, 1933.) 
‘Section 2. Amended. 


Two of the stockholders shall be members of the 
faculty of the State College of Washington, teach- 
Ing in some department of the College in Pullman, 
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four of the stockholders shall be undergraduate 
students enrolled in at least twelve collegiate hours. 
The four undergraduate students stockholders shall 
be appointed from among the three upper classes, 
in such manner that there shall be a representative 
from each class, Sophomore, Junior, and Senior. 
The seventh stockholder shall be the Graduate 
Manager. Provided that no other member of the 
Board of Control of the Associated Students ex- 
cept the Graduate Manager shall be a stockholder 
in this corporation. 


‘(Amended October 19, 1927.) 
‘Article IV. (Trustees) 
‘Section 1. Amended. October 15, 1947. 


The governing board of this corporation shall be 
a Board of Trustees nine in number, elected by 
the stockholders at their regular annual meeting 
in October. 


‘Section 2. The officers of this corporation shall 
be elected by the Board of Trustees. 


‘‘Soction 3. The trustees shall be elected an- ~ 


nually and shall hold office until their successors 
are elected and qualified. 


‘Section 5. The Board of Trustees shall have 
power to employ such persous as may be necessary 
in the conduct of the business of the corporation 
and fix their compensation. The Board of Trusg 
tees shall employ a manager for the conducting 
of the business of the corporation, fix compemsa- 
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tion of said manager, and require him to furnish 
a bond at the discretion of the Board. 


‘‘Article V (Officers) 


‘Section 1. The officers of this corporation shall 
be a President, Vice-President, Secretary, and 
Treasurer-Auditor. 


‘Section 2. The officers shall be elected annually 
by the Trustees at their annual meeting. 


‘‘Section 3. Duties of Officers. 


a. The President shall preside at all meet- 
ings of the Board of Trustees, and shall trans- 
act such duties as shall become incumbent on 
the office. 

b. The Vice-President shall act in the ab- 
sence of the President. 

ce. The Secretary shall keep the minutes of 
all meetings, certify the same, be custodian of 
the seal of the corporation, and affix said seal 
to such documents as require the same, to take 
charge of the records of the corporation, con- 
duct correspondence of the corporation and 
perform other such duties as the Board of 
Trustees shall from time to time direct. It 
being understood that the minute book, corpo- 
ration seal, stock record, and all other records 
of the corporation shall be kept in the vaults 
of the corporation. 


“Section 3. -c- Amended—(by the addition of the 
following) The Secretary shall promptly submit 
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to the president of the college for approval all 
minutes of actions of the Board of Trustees and of 
the Board of Stockholders. Unless notice of dis- 
approval is furnished within ten days after said 
minutes have been delivered to the president of his 
secretary approval shall be considered given. 


‘‘*cAmended September 21, 1933.) 


d. The Treasurer-Auditor shall have charge 
of the financial affairs of the corporation and 
shall audit the books of the manager and secre- 
tary annually or at any other time that the 
Board of Trustees may direct. 


‘‘ Article VI (Meetings) 

‘‘Section 1. The regular annual meeting of the 
stockholders shall be held on the third Wednesday of 
October of each year at 4:30 p.m. in the office of the 
corporation. 

‘Section 2. The Trustees shall hold their annual 


meeting on the third Wednesday of October of each 
year at 4:30 p.m. in the office of the corporation. 


The day and time of the regular monthly meetings - 


of the Board of Trustees shall be fixed at the regular 
annual meetings. Special meetings of the Board of 
Trustees or the Stockholders may be called at any 
time at the discretion of the President of the Board 
or on demand of two members. 


‘‘Section 3. The President and Secretary of the 


| 


: 
Board of Trustees shall act as Chairman and Seere- 
tary, respectively of all meetings of the stockholders. — 
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‘Article VIT (Amendments) 


“Section 1. These bylaws may be amended at any 
regular meeting of Stockholders or at any special 
meeting called for that purpose. A majority vote of 
the Stockholders shall be necessary to pass an 
amendment. ’’ 


PLAINTIFF’S EXHIBIT No. 3 
Treasury Department 
Washington 25 


Office of Commissioner 
of Internal Revenue 


| Nov. 12, 1947 
Address Reply to 

Commissioner of Internal Revenue 

And Refer to 

[T:P:ER 

RD 


students Book Corporation, 
000 ‘Thatuna. Street, 
Pullman, Washington. 


tentlemen : 


Reference is made to the evidence submitted for 
ise in reconsidering your status for Federal income 
aX purposes. 

On March 9, 1928, you were held to be entitled to 
xemption from Federal income tax under the pro- 
sions of section 231 (6) of the Revenue Act of 
926 and the corresponding provisions of prior 
evcnue acts and on August 6, 1935, the previous 
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ruling was reversed and you were held not to be 
entitled to exemption under section 101(6) or 101 
(14) of the Revenue Act of 1934 and the corre- 
sponding provisions of prior revenue acts. You now 
claim exemption under sections 101(6) and 116 of 
the Internal Revenue Code. 

The evidence shows that you were incorporated 
under the laws of the State of Washington in 1923. 
Your purposes, as stated in your articles of incorpo- 
ration, are ‘‘to carry on a general book, stationery, 
sporting goods, refreshment and a general merean- 
tile business, to buy and sell real estate, to engage in 
a general insurance business.’’ Your outstanding 
capital stock consisting of 770 shares, excepting 
single qualifying shares, was owned and held until 
March 1, 1947, by the Associated Students of the 
State College of Washington, an organization which 
has been held to be exempt from Federal income tax. 
The Associated Students acquired $25,000.00 of this 
stock in return for assets which you acquired at the 
time of your incorporation and $52,000.00 as stock 
dividends. 

You conduct a store at which supplies, books and 
other merchandise are sold to the students of the 
State College of Washington, at reasonable prices, 
and services are provided without charge or at nom-— 
inal cost to students of the State College of Wash-— 
ington. Your earnings in excess of amounts needed : 
for working capital and expansion purposes, have 
been distributed as dividends to the Associated 
Students of the State College of Washington. Dur- 
ing the years 1926 to 1929, inclusive, dividends were 
paid in stock while in 1933 and some years subse- 
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quent thereto cash and security dividends have been 
paid. During 1933 and 1934 the dividends were paid 
for specific purposes, that is, to finance first a publi- 
cation of the Associated Students for distribution to 
students and second, a painting of President Emeri- 
tus E. A. Bryan which was presented to the State 
College of Washington. Other than those two in. 
stances, the policy has been followed of making 
available funds for the building of a Student Union 
Building, adjacent to or on the present campus of 
the State College of Washington. It is stated that in 
executing the policy dividends have been declared at 
such times as the Associated Students have re- 
yuested money to implement the program for the 
sonstruction of the Student Union Building; that 
hese dividends have been transferred to the Bursar 
af the State College who in turn has disbursed the 
‘unds for the purchase of lands, title to which is 
ested in the State College and held for student pur- 
oses ; and that funds in excess of these disburse- 
nents have been invested in marketable securities 
ending use in construction of a Student Union 
suilding. 

On March 1, 1947, under a trust agreement your 
utstanding stock was turned over by the Associated 
tudents of the State College of Washington in trust 
9 the Board of Regenis of the State College of 
Vashington. The agreement provides that the prin- 
ipal and net earnings of the trust fund are to be 
sed only in furtherance of the purposes for which 
1e Associated Students was organized. 

Your bylaws, as amended, provide that vou shall 
> governed by a board of seven trustees elected by 
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your stockholders who, in turn, shall be members of 
the Associated Students of the State College of 
Washington appointed by the president of that or- 
ganization with the approval of its Board of Con- 
trol, each stockholder to hold one share of your stock 
and to be entitled to one vote. The bylaws further 
provide that your stockholders shall be two members 
of the faculty of the State College of Washington, 
four undergraduate students and your Graduate 
Manager who may also be a member of the Board 
of Control of the Associated Students. 

Section 101(6) of the Internal Revenue Code pro- 
vides for the exemption of: 


‘‘Corporations, and any community chest, 
fund, or foundation, organized and operated ex- 
clusively for religious, charitable, scientific, 
literary, or educational purposes, or for the 
prevention of cruelty to children or animals, no 
part of the net earnings of which inures to the 
benefit of any private shareholder or individual, 
and no substantial part of the activities of 
which is carrying on propaganda, or otherwise 
attempting, to influence legislation.’’ 


Prior revenue acts carry similar provisions. 


In order to be exempt under the above-quoted 
section of law, an organization must be both organ- 
ized and operated exclusively for one or more of the 
specified purposes. The Bureau does not now recog: | 
nize that an organization is exempt from Federal 
income tax merely because its income is distributed 
to an exempt organization or is devoted to exempt 
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purposes. Neither does the ownership of the capital 
stock of a business corporation by an exempt or- 
vanization entitle the corporation to exemption 
although through the stock ownership the exempt 
rganization does, of course, exercise control over the 
iffairs of the corporation. 

In view of the foregoing, and since you are oi- 
yanized for general business purposes, it is the opin- 
ion of this office that you cannot be said to be 
ganized and operated exclusively for any of the 
purposes specified in the section of the law quoted 
above. It is held, therefore, that you are not entitled 
(0 exemption from Federal income tax under the 
orovisions of Section 101 (6) of the Internal Reve- 
aie Code and the corresponding provisions of 
orior revenue acts. Furthermore, there is no other 
provision of law under which you may be held 
xempt. Accordingly, you are required to file Fed- 
aral income tax returns on Form 1120. 

Bureau ruling of August 6, 1935, is hereby 
iffirmed. 

Your case has been reviewed by the Chief Counsel 
for the Bureau who concurs in the conclusion 
reached. 

Your status for capital stock tax purposes will be 
made the subject of a separate communication. 

The collector of internal revenue for your district 
is being advised of this action. 


Very truly yours, 


/s/ GEO. J. SCHOMMAN, 


| Commissioner. 


es S,—“i‘i 
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PLAINTIFF’S EXHIBIT No. 4 


Articles of Incorporation of Associated Students of 
the State College of Washington 
Kknow All Men by These Presents: 

That we, citizens of the State of Washington, and 
residents of Pullman, County of Whitman, and 
State of Washington, and being members of the 
unincorporated association known as the Associated 
Students of the State College of Washington, desire 
to incorporate ourselves under the provisions of the 
law of the State of Washington entitled ‘‘An act to 
provide for the Incorporation of Associations for 
sociable, charitable and educational purposes’’ ap- 
proved March 21st, 1895, do hereby agree and certify 
as follows, to wit: 

ie 

The name of the corporation shall be ‘‘ Associated 

Students of the State of Washington.”’ 


aT: 
The purposes and objects for which this corpo- 
vation is formed are as follows: 


1. To promote, manage, control and encourage all — 


kinds of field and athletic sports, and promote and — 
encourage the sport, pleasure, exercise and reaction | 


of its members: to arrange, promote, manage, and 
control athletic contests, and for this purpose to pur 


chase, hold, acquire, buy, sell, lease, mortgage and | 


hypothecate both real and personal property, to 
erect buildings or other structures necessary and 
proper for the purposes before mentioned; to con- 


struct, equip and maintain a student hospital on the ~ 


; 
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campus of the State College of Washington for the 
use and benefit of the students at said College, to 
erect, equip and maintain Student Union buildings, 
to edit and publish such publications as may be 
deemed necessary for the advancement, information 
and education of students at said College. To borrow 
and loan money and do all and any of the things 
which may be requisite, necessary and proper in and 
about the carrying out of the purposes and objects 
hereinbefore mentioned. 


2. To promote and encourage education and cul- 
ture among the members of this corporation and to 
this end to promote and encourage literary efforts of 
every kind, name and nature and description. ‘To 
manage, promote and conduct educational and liter- 
ary contests among the members of this corporation 
and between this corporation and other like bodies 
in this state and in other states and territories and 
any foreign countries. 


3. ‘To promote and encourage scientific study and 
investigation in all the sciences and to this end to 
promote and encourage contests and exhibitions 
among the members of this corporation and between 
the members of other like bodies in this and all 
other states and territories. 


4, To promote and encourage musical education 
and entertainments and to this end to promote and 
encourage musical entertainment and performances 
among the members of this corporation and other 
like bodies in this state and any other state and 
ety. 


! 


| 
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5. To promote and encourage debating and ora- 
tory and to promote, manage, and encourage any 
and all kinds of student activities of the State 
College of Washington and to this end to have power 
and authority to do any and all things which are 
necessary and convenient or incident thereto. 


6. To make, execute and enter into contracts of 
every kind and character with individuals, firms, 
associations and corporations, private, public and 
municipal and bodies politic and with the Govern- 
ment of the United States and with any state or 
territory or colony or district thereof and with any 
foreign country. 


7. To do each and everything necessary, suitable 
or proper for the accomplishment of any of the 
purposes or the attainment of any one or more of the 
objects herein enumerated or which shall at any 
time appear expedient for the protection or benefit 
of its members either as holders of or interested in 
any property, and it being the intention that the 


objects and purposes herein specified shall in no | 


wise be limited or restricted by reference to or in- 


| 


ference from the terms of any other clause of this or -; 


any other paragraph of this instrument, but that the 
objects, purposes and powers specified in each of the 
clauses of this second paragraph shall be regarded 
as individuals objects and powers. 


8. This corporation may hold real and personal | 
estate and may hire, purchase or erect suitable build- 
ing for its accommodation to be devoted to the 
purposes set forth in this agreement of association, 
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and may receive and hold in trust or otherwise sums 
received by gifts, or bequests to be devoted by it to 
such purposes and for the purpose of the corpora- 
tion shall have power to issue its promissory notes, 
bonds or other obligations to be secured by mort- 
rage upon its real estate and other property in such 
manner as may be provided by its by-laws. 


oe. 
This corporation shall be located at the State 
College of Washington, in the City of Pullman, in 
che County of Whitman, State of Washington. 


EV. 
This corporation shall not have any capital stock. 


Ve 
The time of the existence of this corporation shall 
ye fifty years from the date of its incorporation 
mless sooner dissolved according to law. 


VI. 

All mattters or things in any way pertaining to 
he affairs of this corporation wherein it has not 
yeen otherwise herein provided shall be subject to 
he regulation and control of the By-Laws adopted 
xy the members of this corporation. 


VII. 
All registered students who have paid the students 
imnual fees and the Graduate Manager shall be 
nembers of this corporation. 
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In Witness Whereof, we have hereunto set our 
hands in triplicate this 22nd day of June, 1928. 


/s/ ERWIN D. McDOWELL, 
/s/ AGNES DRISCOLL, 
/s/ VIRGINIA PHIPPS, 
/s/ R. H. KILLIAN, 
/s/ KARL V. FOSTER. 

State of Washington, 

County of Whtiman—ss. 

This certifies that on this 22nd day of June, 1928, 
before me, the undersigned, a Notary Public in and 
for said County and State, personally appeared Er- 
win D. McDowell, Agnes Driscoll, Virginia Phipps, 
R. H. Killian, and Carl V. Foster, to me known to 


be the individuals described in who executed the 


foregoing instrument, acknowledged to me that they 
signed the same freely and voluntarily for the uses 
and purposes therein mentioned. 

In Witness Whereof I have hereunto set my hand 
and notarial seal the day and year first above 
written. 

/s/ THOMAS WEILL, 
Notary Public in and for the State of Washington, 
Residing at Pullman. 
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No. 66148 


Articles of Incorporation 
of the 
Associated Students of the 


State College of Washington 


Place of business Pullman 
Time of existence 50 years 
Capital Stock, $ None 
State of Washington, ss. 


Filed for record in the office of the Secretary of 
State July 10, 1928, at 2:01 0’clock p.m. Recorded 
in Book 152, Page 290-291, Domestic Corporations. 


/s/ FRANK HINKLE, 
Secretary of State. 


Filed at request of Thomas Neill, Lawyer, Pull- 
man, Washington. 


Filing and recording fee, $7.45. 

License to June 30, 19...., $ Exempt. 

Certificate mailed Oct. 20, 1928, to above address. 
Indexed. 

Compared. 


Certificate 

This certifies that we the undersigned, subscribers 
fo the attached Agreement of Association, held our 
irst meeting on June 30th, 1928, at 7 o’clock p.m. 
pursuant to notice given to us seven days prior 
hereto. 

That at said meeting by-laws were adopted, and 
ve were elected trustees and officers of said associa- 
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tion to hold office until the first meeting of the mem- 
bers to be held on the first Tuesday of October, 1928. 

That Erwin D. McDowell was elected president, 
Robert H. Killian vice president and Agnes Driscoll 
secretary. 

That the attached is true triplicate copy of the 
Agreement of Association with the names of the sub- 
scribers thereto. 

/s/ ERWIN D. McDOWELL, 
President and Trustee. 


/s/ AGNES DRISCOLL, 
Secretary and Trustee. 


/s/ R. H. KILULAN, Trustee. 


/s/ VIRGINIA PHIPPS, 
Trustee. 


/s/ EARL V. FOSTER, 
Trustee. 
Subscribed and sworn to before me this 30th day 
of June, 1928. 
/s/ THOMAS NEILL, 
Notary Public, Residing at 
Pullman, Washington. 


PLAINTIFF’S EXHIBIT No. 5 


‘“ASSCW Constitution 
‘‘Preamble to the Constitution 
‘“We, the Associated Students of the State College 
of Washington, in order to bring about in students | 
an appreciation and understanding of democratic — 
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values and processes through participation in stu- 
dent government; to develop in the student a realiza- 
tion of his rights, responsibilities, and his common 
interest with the rest of the College community; to 
provide practical training for all students in citizen- 
ship activities; to present and interpret student 
attitudes and opinions to the teaching faculty and 
the College Administration; to provide through stu- 
dent publications a means of keeping students fully 
informed on matters of vital concern to them, of 
developing group consciousness and college commu- 
nity morale, and of providing a medium for free 
expression of student opinion; and to provide the 
opportunity to experiment in student activity fields 
which provide informal educational values to all 
students and which cannot be financed by the College 
Administration have established this Constitution. 


‘‘ Article I—Name 


“Section 1: The name of this organization shall 
be the ‘Associated Students of The State College 
of Washington.’ 


‘*Article [I—Authorities and Powers 
‘“‘Section 1: This association is established under 
the authority of the Board of Regents of The State 
College of Washington and the exercise of its func- 
tions shall be subject to such conditions and limita- 
tions as the Board of Regents may from time to 
time prescribe. 


| “Section 2: Authorities and powers of the Asso- 
ciated Students of The State College of Washington 
shall be exercised by the Board of Control or by its 
| 
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agents or agencies established under the Consti- 
tution. 


‘Section 3: Action of the Board of Control shall 
be subject to the approval of the President of the 
State College and disapproval may be appealed by 
the Board of Control to the Board of Regents. 


‘* Article [1J1—Membership 


‘Section 1: All regularly enrolled undergraduate 
students and students of short courses of The State 
College of Washington who pay the fees as deter- 
mined by the Board of Control with the approval 
of the Board of Regents and who abide by the Con- 
stitution and By-laws of this association shall have 
full membership rights in the Association. 


‘Section 2: Associate membership shall be 
granted to regularly enrolled graduate students upon 
payment of regular dues. Such membership shall 
grant the holder to all privileges or regular mem- 
bership except the right to vote and hold office in 
the Association. 


‘Article [V—Officers 


‘‘Section 1: The executive officers of this Asso- 
ciation shall be a President, a Vice-President, and 
a Secretary. They shall hold office for one year. The 
Comptroller of the State College shall be ex-officio 
treasurer. 


‘Section 2: To be eligible for election to an 
executive office a student must have senior standing 


: 
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at the beginning of the fall term as determined by 
the office of the Registrar and must have at least a 
2.00 grade average for the number of credit hours 
in which he has been enrolled in this institution. 


“Section 3: The powers and duties of the officers 
of this Association shall be as follows: 


(a) The President shall preside at all meet- 
ings of this Association and the Board of Con- 
trol. He shall inspect and sign all documents 
of the Associated Students as required by law 
or as directed by the Board of Control, and 
perform all other duties pertaining to that office. 

(b) The Vice-President shall assume and 
execute all the duties of the President in the 
absence or inability of that officer, and he shall 
automatically be chairman of the Election 
Board. In ease the office of President is at any 
time vacated, the Vice-President shall automa- 
tically become President for the unexpired term, 
and the Board of Control shall appoint a new 
Vice-President. 

(c) The Secretary shall keep a _ written 
record of all meetings of the Associated Stu- 
dents and the Board of Control, and shall notify 
all members of meetings of the Board of Con- 
trol. He shall perform such additional duties 
as assigned to him by the Board of Control. 


‘Article V—Board of Control 


| ‘“‘Section 1: The Board of Trustees of this Asso- 
oo shall be known as the ‘Board of Control of 
ee Associated Students.’ 

{ 
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‘Section 2: The following shall be voting mem- 
bers of the Board of Control: 


(1) the President, Vice-President, and Sec- 
retary of the Association ; 


(2) one Senior Independent men’s represen- 
tative and one Senior Fraternity men’s repre- 
sentative ; 


(3) one Senior Independent women’s repre- 
sentative and one Senior Fraternity women’s 
representative ; 


(4) one Junior Independent men’s repre- 
sentative and one Junior Fraternity men’s 
representative ; 


(5) one Junior Independent women’s repre- 
sentative and one Junior Fraternity women’s 
representative ; 


(6) one Sophomore Independent represen- 
tative and one Sophomore Fraternity represen- 
tative. 


‘“Section 3: To be eligible for the above offices 
students shall have proper class standing at the | 
beginning of the fall term as determined by the office 
of the Registrar and must have a 2.00 grade average 
for the number of credit hours in which they have 
been enrolled in this institution. 


‘“Section 4: The following shall be non-voting 
members of the Board of Control: 


(1) the President of the Associated Women 
Students ; 


vs. Students Book Corporation 105 


(2) a student representative of the Athletic 
Council selected by the Athletic Council; 


(3) the Editor of the Evergreen ; 
(4) an Administrative Advisor. 


‘““Section 5: The Board of Control may select 
hree additional non-voting members from the Col- 
ege staff. 


‘“‘Section 6: Powers and duties of the Board of 
Control shall be to: 


(1) adopt or approve all budgets of the 
Association with annual review of salaries of 
all ASSCW administrative staff and all salaried 
appointive and elective student body positions; 


(2) authorize an audit by a disinterested 
certified public accountant, the faculty or the 
alumni, of all ASSCW records at the close of 
each fiscal year; a copy of the audit shall be 
given to (a) the office of the Comptroller, (b) 
the Board of Control, (c) the Evergreen, in 
which a summary statement shall be published ; 


(3) establish all policies and have general 
supervision of all affairs, property, and activi- 
ties of the Association ; 


(4) have charge of the disbursement of 
funds; 


(5) establish and appropriate membership 
fees ; 


(6) approve all committee reports; 
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(7) appoint all students to represent 
ASSCW; 


(8) provide for the Board of Publications; 
(9) provide for the election of a Yell King; 


(10) make, alter, or amend By-Laws for the 
Association by a two-thirds vote of the total 
voting membership of the Board of Control. 


(11) supervise the management and activi- 
ties of the Student Union Building; 


(12) provide for all rules governing ASSC W 
and class elections; and 


(13) have such other general control of the 
student interests and activities as may be as- 
signed it by the Board of Regents of The State 
College of Washington. 


‘Section 7: Should a vacancy occur in any 
ASSCW office, the Board of Control shall appoint 
a successor, except as provided for in Article IX of 
this Constitution. 


‘Section 8: A majority of the voting member- 
ship of the Board of Control shall constitute a- 
quorum for the transaction of any business except — 
as provided for in Article V, Section 6, (10). 


‘‘Section 9: Members of the Board of Control 
shall assume office at the beginning of the fall term — 
of each year and shall hold office for one year. 
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‘‘Article VI—Administrative Advisor 


‘Section 1: The Administrative Advisor shall 
be appointed by the Board of Control with the ad- 
vice and consent of the College Administration. 


“Section 2: The Administrative Advisor’s salary 
shall be determined by the Board of Control and 
shall be paid from the funds of the ASSCW. 


‘‘Section 8: The Administrative Advisor shall be 
sonded for a sum that shall be determined by the 
Somptroller. 


‘Section 4: The powers and duties of the Ad- 
ninistrative Advisor shall be determined by the 
3oard of Control as set forth in the By-Laws. 


“Section 5: The Administrative Advisor shall be 
i member of the administrative staff of The State 
Jollege of Washington. 


‘Article VI I—Meetings 
“Section 1: The annual meeting of the Associa- 
ion shall be held in May of each year and one other 
neeting shall be held during the fall term. 


“Section 2: Special meetings may be called at 
ny time during the year by the President of the 
\ssociation. 


‘Article VITI—Elections 
“Section 1: Candidates for election shall be duly 
hosen at an open party caucus according to the 
sy-Laws. 


“Section 2: Elections shall be conducted accord- 
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ing to the Election Rules as provided in the By- 
Laws. These rules shall be published in the Ever- 
green at least one week preceding the party caucuses, 
and again one week preceding the election. These 
rules are subject to change by action of the Board of 
Control, provided that the rules shall not be changed 


between the publication preceding nominations and — 


the election unless the change is directed by the 
President of the College. 


‘‘Section 3: All candidates shall be elected by a 
majority vote. 


‘Section 4: Parties without class representa- 
tion on the Board of Control shall formulate their 
caucus 1n accordance with all applicable parts of this 
article, but they shall not be eligible to enter candi- 
dates for class representation. 


‘Section 5: This article shall not be construed 
as prohibiting additional party caucuses from enter- 
ing on the ballot as sticker candidates the names of 
other candidates who meet scholastic and other re- 
quirements for the respective offices. 


‘* Article 1[X—Repeal and Recall 


‘Section 1: Any act of an officer, committee, or 
organization existing under this Constitution, may 
be repealed or amended by a majority vote of the 
Association at a special election to be called by the 


Board of Control upon presentation of a written — 


petition signed by one-fifth of all members of the 
Association. 
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‘‘Section 2: <Any officer of this Association may 
be recalled by a majority vote at a special election. 
The Board of Control shall, upon the presentation 
of a written petition, signed by one-fifth of all the 
members of the Association, call such a special 
election. In case of a recall, the office shall be filled 
by a special election called by the Board of Control 
within one week of the date of the recall. 


‘* Article X—Seal 


‘‘Section 1: The Corporate Seal of this Associa- 
tion shall be in the form of a circle with the words 
‘Associated Students of The State College of Wash- 
ington’ in circumferential annulus, and the words 
‘Corporate Seal’ in the center. 


‘Article XJ—Amendments and Revisions 


‘Section 1: This Constitution may be amended 
or revised by a majority vote of ballots cast on the 
proposed modifications at any regular ASSCW elec- 
tion or special election called for that purpose. 


‘‘Section 2: Amendments and revisions shall be 


: presented to the members of the Association in an 
election called by an affirmative vote of at least eight 


| 
| 
} 


members of the Board of Control or upon petition 


of one-fifth of the members of the Association. 


‘‘Section 3: Amendments and revisions shall be 


| presented to the Board of Control at least two weeks 
| before election and shall be printed in full in the 


| 
| 
| 


Evergreen one week before election day. 
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‘‘Article XII—Body to Interpret the 
Constitution and By-Laws 


‘“‘Section 1: Should it be deemed necessary in the 
opinion of the Board of Control to have any section 
of the Constitution or By-Laws of this Association 
interpreted, upon the request of that body the Presi- 
dent of the College shall appoint three members of 
the faculty, who shall meet with the President and 
one other member of the Board of Control of the 
ASSCOW for the purpose of interpreting any section 
or sections in question. The decision of this body 
shall be conclusive and shall be filed with the copy 
of the official Constitution. It is understood that 
the Board of Control may request such an interpre- 
tation, either upon its own motion, or at the request 
of not less than ten (10) students who may petition 
the Board of Control requesting such action.”’ 
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PLAINTIFF’S EXHIBIT No. 7 


‘*Students Book Corporation 
Pullman, Washington 
Trust Agreement 


‘This Indenture, made and entered into at Pull- 
man, Washington, this Ist day of March, 1947, by 
and between The Associated Students of the State 
College of Washington, a corporation, herein called 
‘the grantor’ and the Board of Regents of the State 
College of Washington, herein called ‘the trustee,’ 
Witnesseth : 

‘“Whereas, the Students Book Corporation was 
incorporated under the laws of the State of Wash- 
ington in May, 1923, for the purpose of carrying 
on a general book, stationery, sporting goods, re- 
freshment and mercantile business in Pullman, 
Washington, for service to the students of the 
State College of Washington, and, 

‘“Whereas, all capital stock of said corporation 
is owned by the grantor corporation excepting 
single qualifying shares held by certain members 
of the grantor as determined by elections of the 
erantor’s membership, and, 

‘‘Whereas, the said Students Book Corporation 
has, since its inception, maintained and followed a 
policy of selling supplies, books, and other mer- 
chandise to the Students of the State College of — 
Washington, at reasonable prices, and to provide — 
other services without charge or at nominal cost 
to students of the State College of Washington, — 
and, 

‘“‘Whereas, the retained earnings of the Students 
Book Corporation have consistently, since its incep- — 
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tion, been used for the purpose of expanding its 
physical assets to give better service to the Students 
of State College of Washington, and 

‘Whereas, earnings of the Students Book Cor- 
poration in excess of requirements for physical ex- 
pansion and betterment have been invested in lands 
to be used solely for student purposes, which lands 
have been given to the State of Washington as a 
gift, and, 

‘Whereas, earnings and dividends over and 
above the uses aforesaid have been delivered to 
the Bursar of the State College of Washington by 
the grantor to be used solely for student purposes 
and particularly for the use of the Students of the 
State College of Washington, or title to which will 
be vested in the State of Washington, and, 

‘‘Whereas, it is the policy of the Board of Trus- 
tees of the Students Book Corporation to operate 
its business in the interest of and for the benefit 
of the State College of Washington, and to use all 
of its net income for such purposes, which policy 
has been consistent and uniform since the said 
month of May, 1923, and, 

‘“Whereas, it is the desire of the grantor that 
this policy be perpetuated and that the operation of 
the Students Book Corporation be permanently for 
the benefit and betterment of and by Students of 
the State College of Washington. 

“Now, Therefore, the grantor does hereby assign 
and set over unto the trustee all of the capital stock 
of the Students Book Corporation under the fol- 
lowing terms and conditions, to wit: 
| “The trustee shall exercise all incidents of own- 
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ership of this capital stock for the welfare and 
best interest of the Students of the State College 
of Washington. During the existence of the grantor, 
the principal and interest earnings of this trust 
shall only upon recommendation of the Board of 
Control of the Associated Students of the State 
College of Washington be used only in furtherance 
of the purposes for which the Associated Students 
was organized. 

‘‘The trustee does hereby agree that it will com- 
ply with the condition of this trust and that it 
hereby recognizes the obligations and duties of this 
trust and that it shall hold said shares of stock 
under the terms hereof. 

‘‘No bond shall be required of this trustee nor 
shall it be required to render any accounting other 
than to keep complete and adequate records in the 
office of the Bursar of the State College of Wash- 
ington pertaining to the income and receipts from 
this trust asset and of the expenditures thereof. 

‘*In Witness Whereof . . .”’ 


PLAINTIFF’S EXHIBIT No. 8 
The Constitution (ASSCW ) 


Article 1—Name 
Section 1. The name of this organization shall 
be the ‘‘ Associated Students of the State College of 
Washington.”’ 
Article IJ.—Membership 
Section 1. All regularly enrolled undergraduate 


: 
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students of the State College of Washington and 
Students of short courses who shall pay the fees 
hereinafter provided for and who abide by the 
Constitution and By-Laws of this Association, and 
the Graduate Manager shall be members of this 
organization. 


Article I11.—Officers 


Section 1. The officers of this Association shall 
be a President, a Vice-President and a Secretary. 
The Bursar of the State College shall be ex-officio 
treasurer. ‘They shall hold office for one school year. 


Section 2. (As amended March 12, 1942) ‘To 
oe eligible to be elected to the office of President, 
Vice- President, Secretary, Senior Independent 
nan, Senior Independent woman of this Associa- 
lon, a person must be a student who at the begin- 
1ing of the year in which that person is to hold 
fice shall have to his or her credit in the State 
sollege of Washington, at least ninety (90) hours 
ind not more than one hundred and twenty-eight 
128) hours earned here or elsewhere, and must 
lave as many grade points as the number of credit 
1ours in which he or she has been enrolled at this 
nstitution. 


Section 3. The President shall preside at all 
neetings of this Association and all meetings of 
he Board of Control. He shall sign all documents, 
‘ontracts, notes, bonds, mortgages, deeds, and leases 
is authorized by the Board of Control, and perform 
Wl other duties pertaining to that office. 


Section 4. (As amended March 12, 1942) To be 
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eligible to be elected to the office of Junior Inde- 
pendent man, Junior Fraternity man, Junior Inde- 
pendent woman and Junior Sorority woman of the 
Association, a person must be a student who at the 
beginning of the year in which that person is to 
hold office, shall have to his or her credit in the 
State College of Washington, at least sixty (60) 
hours and not more than eighty-nine (89) hours 
earned here or elsewhere, and must have as many 
grade points as the number of credit hours in which 
he or she has been enrolled at this institution. 


Section 5. The Vice-President shall assume and 
execute all the duties of the President in the ab- 
sence or inability of that officer, and he shall auto- 
matically be Chairman of the Election Board. In 
ease the office of President is at any time vacated, 
the Vice-President shall automatically become Pres- 
ident for the unexpired term, and the Board of 
Control shall elect a temporary Vice-President, who 
shall occupy that office until his successor is elected. 


Section 6. (As amended March 12, 1942) ‘To be 
eligible to be elected to the office of Sophomore In- : 
dependent representative or Sophomore Fraternity - 
(Sorority) representative of this Association, a per- 
son must be a student, who at the beginning of the 
year in which that person is to hold office, shall 
have to his or her credit in the State College of — 
Washington, at least thirty (30) hours and not 
more than fifty-nine (59) hours earned here or else- 
where, and must have as many grade points as the 
number of credit hours in which he has been en- 
rolled at this institution. 
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Section 7. (As amended March 12, 1942) To be 
eligible to be elected to the offices of Senior Fra- 
ternity man, Senior Sorority woman, Junior I'ra- 
ternity man, Junior Sorority woman or Sophomore 
Fraternity (Sorority) representative, a person must 
be a recognized member or pledge of a social F'ra- 
ternity or Sorority. To be eligible to be elected to 
the offices of Senior Independent man, Senior In- 
dependent woman, Junior Independent man, Jun- 
ior Independent woman and Sophomore Independ- 
ent representative, a person must Not be a recog- 
nized member or pledge of a social Fraternity or 
Sorority. Any student elected to any of the offices 
enumerated in this section who changes his affilia- 
tion from Independent to Fraternity (Sorority) or 
vice-versa, during the term of office, is automati- 
cally dropped from office. In the event that the affil- 
lation of a candidate is contested, any twenty-five 
(25) members of the Association may petition the 
Board of Control, within four (4) days after nomi- 
nation, to determine whether or not that candidate 
Is a recognized member or pledge of a social fra- 
ternity or sorority. If the affiliation of an officer 
named in this section is contested during his or her 
term of office, the status of that officer shall be de- 
termined by the Board of Control. 


Section 8. (As amended) Scholastic hours for 
the purpose of determining eligibility to office shall 
be certified by the Registrar upon request from the 
Graduate Manager’s office. Any student elected to 
any of the above offices who fails to meet these 
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scholastic requirements at the time of taking office 
is automatically dropped from office. 


Section 9. Scholastic hours for the purpose of 
determining eligibility to office shall be certified by 
the Registrar. 


Article [V.—Board of Control 


Section 1. (As amended March 12, 1942) The 
Board of Trustees of this Association shall consist 
of sixteen (16) members to be known as the ‘‘ Asso- 
ciated Students Board of Control.”’ 


Section 2. (As amended March 12, 1942) The 

following shall be members of the Board of Control: 

(a) The President, Vice President and Sec- 
retary of this Association. 

(b) One senior Independent men’s repre- 
sentative and one senior Fraternity representa- 
tive. 

(c) One senior Independent women’s rep- 
resentative and one senior Sorority representa- 
tive. 

(d) One junior Independent men’s repre- 


sentative and one junior Fraternity representa- - 


tive. 

(e) One junior Independent women’s rep- 
resentative and one junior Sorority representa- 
tive. 


(f) One Sophomore Independent represent- — 


ative and one sophomore [raternity or So- 
rority representative. 

(g) The Graduate Manager shall act as 
graduate representative by virtue of his office. 
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(h) The president of the Associated Women 
Students shall act as member ex-officio of the 
Board. 

Gi) A student representative from the Ath- 
letic Council appointed by the Athletic Council 
shall be a member ex-officio of the Board. 


Section 3. It shall be the duty of the Board of 
Control to adopt or approve all budgets, and to 
audit all accounts. It shall have the general super- 
vision of all affairs, property, and activities of this 
Association, award letters, select depositories for 
the Association’s funds, have charge of the dis- 
bursements of all funds, establish membership fees, 
and appropriate the same, and shall have such 
other general control of the student interests and 
activities as may be assigned to it by the Board of 
Regents of the State College of Washington. 


Section 4. Should a vacancy occur in the Board 
of Control, the President, with the approval of the 
Board, shall appoint someone to fill the vacancy. 
Should a vacancy occur in the Athletic Council the 
Board of Control, as soon as possible, appoint 
someone to fill the vacancy, which appointment shall 
de approved by the President of the State College 
yefore the appointee takes office. 


Section 5. The Board of Control shall appoint 
me senior and three junior managers for football, 
aseball, basketball, and track. One senior shall be 
ppointed as swimming Manager, one as tennis 
hanager and one as debate manager. 
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Section 6. A majority of the Board of Control 
shall constitute a quorum for the transaction of 
any business. 


Article V.—Athletie Council 


Section 1. The Athletic Council shall consist of 
the following members: 

(a) The President of the State College, who 
shall be ex-officio Chairman of the Council and 
shall have power to absolute veto in all acts of 
the Council. 

(b) Three (3) members of the faculty of 
the State College of Washington to be ap- 
pointed by the President of the State College, 
one of whom shall be the Athletic Director. 

(c) Three (3) members of the Alumni As- 
sociation. 

(d) Three (3) undergraduates, who shall be 
elected at the regular spring A.S.S.C.W. elec- 
tion. 


Section 2. The personnel of the Athletic Council 
shall be approved by the President of the State Col- 
lege of Washington before entering upon any of its , 
duties. 


Section 3. No member of the Athletic Council 
shall vote by proxy except non-resident alumni, who 
may give proxy to some other member of the’ 
Council. 


Section 4. The Athletic Council shall approve all 
athletic awards before recommending to the Board 
of Control. 
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Article VI.—Graduate Manager 


Section 1. The Graduate Manager shall be ap- 
pointed by the Board of Control with the advice 
and consent of the Athletic Council. 


Section 2. The Graduate Manager shall be a 
graduate of the State College of Washington. His 
Salary shall be determined by the Board of Control 
and shall be paid from the funds of the Associa- 
tion. The Graduate Manager shall be secretary of 
the Athletic Council and keep a record of all mat- 
ters of the Council, receive reports from student 
Managers, keep a record of al] games and contests 
in which those representing the State College of 
Washington shall participate; keep a record of all 
contracts made by the State College of Washington 
with managers of other schools and when from any 
cause he ceases to be Manager, he shall turn over 
to the Secretary of the Association all records of 
us office. 


Section 3. The Graduate Manager shall sched- 
ue all athletic contests subject to the approval of 
he Athletic Council and have full charge and con- 
rol of all athletic meets connected with the College. 

Section 4. The Graduate Manager shall author- 
ze the sale of tickets for all activities requiring a 
ale. 

Articlue VIT.—Meetings 


Section 1. The regular meetings of the Associa- 
on shall be held once each month, 


Section 2. The annual meeting of members of 
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the Association shall be held on the first Tuesday 
of May each year. 


Section 3. Special meetings may be called at any 
time during the year by the President. 


Article VIIJ.—Elections 


Section 1. (As amended May 18, 1944) Candi- 
dates for elections shall be duly chosen at an open 
party caucus for each student party three weeks 
preceding elections. 


Section 2. (As amended May 29, 1941) Any 
student, to be eligible as a candidate for an elective 
office in the Associated Students, must have as 
many grade points as the number of credit hours 
in which he has been enrolled at this institution. 
Following nominations of officers, the Graduate 
Manager’s Office shall check the names of those 
nominated with the Registrar’s Office. Candidates 
with less grade points than credit hours shall not 
have their names included on the ballot. 


Section 3. (As amended May 29, 1941) Elec- 
tions shall be conducted according to the election 
rules which shall be listed in the Supplementary 
Code of Regulations and kept on file in the office 
of the Graduate Manager. These rules shall be pub-— 
lished in the Evergreen at least one week before 
the regular nomination meeting, and again in the” 
issue of the Evergreen preceding the election. These 
rules are subject to change by action of the Board_ 
of Control, provided that the rules shall not be 
changed between the publication preceding nomi- 
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nation and the following election, unless by the 
President of the College. 


Section 4. (As amended May 29, 1941) At the 
time and place of holding the election, the names 
of those placed in nomination shall be the candi- 
dates for the respective offices, and a majority vote 
of all members voting shall be necessary to elect. 
This section shall not be construed as prohibiting 
voters from entering on the ballot as sticker can- 
didates the names of other candidates who meet 
scholastic and other requirements for the respective 
offices. 


Section 5. (As amended May 29, 1941) ‘The 
sligibility of the candidates for the various offices 
s governed by Sections 2, 4, 6, 7, 8 of Article III 
ind Section 1 (d) and 2 of Article V in Constitu- 
‘ion of the Association. 


Section 6. (Addition of May 18, 1944) Each 
party shall have an open party caucus three weeks 
oreceding elections to choose candidates for the 
slections. 

Kach dormitory, Fraternity and Sorority house 
shall have one voting representative elected from 
us or her group for each fifteen students living in, 
yr affiliated with, the group, with a minimum of 
yne representative. 

Students not living in dormitories, Fraternity or 
Sorority houses, shall obtain representation in the 
ame proportion through recognized off-campus or- 
ranizations with which they are affiliated. 

No student may obtain representation through 
nore than one organization. 
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Student body class representatives of each party 
elected the previous year, shall preside at the caucus 
of their respective parties. 

Elected representatives to the caucus may vote 
by proxy authorized by his or her group. 

Section 7. (Addition of May 18, 1944) There 
shall be at least two candidates for election from 
each party for each class representative office. 


Article [X.—Vacancies 


Section 1. Any vacancy occurring in any office 
from any cause shall be filled by the Board of 
Control. 

Article X.—Repeal and Reeall 


Section 1. Any act of an officer, committee, or 
organization existing under this Constitution, may 
be repealed or amended by a two-thirds vote of the 
members present at any regular meeting of the 
Association. 


Section 2. Any officers of this Association may — 
be recalled by a majority vote at a special election. 
The Board of Control shall, upon the presentation 
of a written petition, signed by one-third (44) of 
the members of the Association, call such a special 
election. In case of a recall, the office shall be filled 
by a special election called by the Board of Control 
within one week of the date of recall. | 


Article XI.—Seal 


Section 1. The Corporate Seal of this Associa- 
tion shall be in the form of a circle with the words, 
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“Associated Students of the State College of Wash- 
ington,’’ in the circumference, and the words, ‘‘Cor- 
porate Seal,’’ in the center. 


Article XTI.—Amendments 


Section 1. This Constitution may be amended 
by a majority vote of ballots cast at any regular 
A.S.S.C.W. election or special election called for 
that purpose. 

Section 2. Amendments shall be presented to the 
members of the Association by the affirmative vote 
of at least eight (8) members of the Board of Con- 
trol, or upon petition of one-third (14) of the mem- 
bers of the Association. 

Section 38. Amendments shall be proposed at least 
two weeks before election and shall be printed in full 
in the Evergreen one week before the election day. 


Article XITI.—Body to Interpret the Constitution 
And By-Laws 


Section 1. Should it be deemed necessary in the 
pinion of the Board of Control to have any sec- 
lon of the Constitution or By-Laws of this Asso- 
jation interpreted, upon request of that body, the 
resident of the College shall appoint three mem- 
ers of the faculty, who shall meet with the Presi- 
lent and Vice-President of the A.S.S.C.W. for the 
uurpose of interpreting the section or sections in 
uestion. The decision of this body shall be con- 
lusive and shall be filed with the copy of the official 
onstitution. It is understood that the Board of 
ontrol may request such an interpretation, cither 
pon its own motion, or at the request of not less 
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than ten (10) students who may petition the Board 
of Control requesting such action. 

The undersigned testifies that the foregoing copy 
of the A.S.S.C.W. Constitution is true and reliable 
as printed in the Evergreen in the Monday, Janu- 
ary 13, 1947, issue. 

/s/ JEANNE D. JOHNSON, 
A.S.S.C.W. Administrative 
Adviser. 
May 26, 1950. 


PLAINTIFF’S EXHIBIT No. 9 
(Copy) 


Amendments to Article II, By-Laws of Students 
Book Corp. 


Effective October 10, 1947 
Section 1—Amended 


The stockholders of this corporation shall be nine 
in number. Seven stockholders shall be appointed 
by the Board of Control of the Associated Students 


of the State College of Washington. One of the_ 


stockholders, the Business Manager of the State 
College of Washington, shall serve as an ex-officio 
member of the Students Book Corporation. The 
ninth stockholder shall be the Administrative Ad- 
visor. Each stockholder shall hold one share of 
stock. The Board of Regents of the State College 
of Washington shall hold all but nine shares of the 
total stock subscribed for and paid up. Each stock- 
holder shall have one and only one vote irrespective 
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of the number of shares held. (Amended October 
10, 1947.) 
Section 2—Amended 

Two of the stockholders shall be members of the 
faculty of the State College of Washington, teach- 
ing in some department of the College in Pullman. 
Five of the stockholders shall be undergraduate 
students enrolled in at least twelve collegiate hours. 
The five undergraduate student stockholders shall 
be appointed from among the three upper classes, 
in such a manner that there shall be a representa- 
tive from each class, Sophomore, Junior, and Sen- 
ior. One of the stockholders, the Business Manager 
of the State College of Washington, shall serve as 
an ex-officio member of the Students Book Corpora- 
tion. The ninth stockholder shall be the Adminis- 
trative Advisor. Provided that no other member of 
the Board of Control of the Associated Students 
except the Administrative Advisor shall be a stock- 
holder in this corporation. (Amended October 10, 
1947.) 


PLAINTIFF’S EXHIBIT No. 10 
The State College of Washington 
Office of the President 
Pullman, Washington 
May 30, 1933 

Mr. Ivan Putman 
President, Board of Trustees 
Student Book Corporation 
Pullman, Washington 


Dear Mr. Putman: 


I was informed this morning that the proposed 
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amendment to the by-laws of the Associated Stu- 
dents relating to change in the method of control 
of the finances of the Student Book Corporation 
was defeated. 

The members of the Board of Regents are held 
responsible by the Governor and the citizens of this 
state for the management not only of the institu- 
tion but also of any groups, corporate or non-cor- 
porate, that have been organized in connection with 
the institution. I think that the great majority of 
the students appreciate the fact that the Board of 
Regents and executive officers of this institution 
could not escape this responsibility even if they 
cared to do so. 

But just now there is one specific suggestion I 
should like to make to the Trustees of the Student 
Book Corporation and I am quite sure it will re- 
ceive the unanimous approval of the Board. I 
would suggest that the Bursar of the college be 
made Treasurer of the Bookstore. The details of 
this matter should very properly be left with the 
Trustees themselves. 


Very sincerely yours, 
/s/ E. O. HOLLAND, 


President. 
eoh ls 


- 
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PLAINTIFF’S EXHIBIT No. 11 


The State College of Washington 
Office of the President 
Pullman, Washington 
June 95, 1933 
Carl A. Pettibone, Esq. 
Manager, Student Book Corporation 
Pullman, Washington 


Dear Mr. Pettibone: 


Your communication of the third instant enclos- 
ing minutes of the meeting of the stockholders and 
the Board of Trustees of the Student Book Corpora- 
fion was received and I took the liberty last 
Saturday, June third, of reading the entire com- 
munication, including the minutes, to the Board of 
Regents. Fortunately all the members of the Board 
were in attendance at that time. 

In the opinion of the members of the Board, the 
proposed amendment to your by-laws relative to 
submitting minutes of actions of the Board of Trus- 
tees to the President of the college for his approval 
is entirely satisfactory. The provision as to the 
five-day limit is a desirable one because the work of 
the Students Store should not be delayed from any 
neglect upon the part of the President’s Office. 
Upon the other hand, the members of the Board of 
Regents are of the opinion that the recognition of 
the responsibility of the institution as represented 
by the Board of Regents and the President is prop- 
erly safeguarded with the proposed amendment. 

Therefore, I am happy to say that the members 
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of the Board of Regents and I are in full accord 
with your suggested amendment. 

May I say in this connection that those student 
and faculty members who have carried the re- 
sponsibility of the management of the Students 
Store for at least fifteen years—possibly longer— 
deserve the commendation not only of the Board of 
Regents but also of the public. As a consequence 
of this fine cooperation between the students and 
the faculty, and excellent management on the part. 
of both, the assets of the Students Store are large, 
the management has been superior, and the services 
rendered have undoubtedly been very satisfactory. 

I am glad that the Trustees of the Student Book 
Corporation and the Board of Regents are in full 
accord as to how a few additional safeguards will be 
helpful. 

Very sincerely yours, 
/s/ E. O. HOLLAND, 
President. 
eoh ls 


PLAINTIFF’S EXHIBIT No. 12 
ASSCW By-Laws 
Article [—Authorities and Powers 
Section 1: Authorities and powers of the Asso- 
ciated Students of The State College of Washington 
shall be exercised by the Board of Control or by 


its agents or agencies established under the Constt- 
tution or By-Laws. Actions of the Board of Control 
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or its agents or agencies shall not be valid, or in 
effect if disapproved by the President of the State 
College, but any such disapproval may be appealed 
by the Board of Control to the Board of Regents of 
The State College of Washington. 


Article II—Dues and Memberships 


Section 1: Regular membership dues shall be 
collected from each undergraduate student attend- 
ing The State College of Washington. All regular 
and special dues shall be determined by the Board 
of Control with the approval of the Board of Re- 
sents. 


Section 2: These regular dues shall entitle each 
nember to full membership rights of the Association. 


Section 3: Associated membership shall be 
xranted to regularly enrolled graduate students 
ipon payment of regular dues. Such membership 
shall grant the holder to all privileges of regular 
nembership except the right to vote and hold office 
n the Association. 


Article IJ I—Committees 


Section 1: The Board of Control shall appoint the 
student personnel of all the student and student- 
saculty committees which are necessary to plan and 
sarry out the functions of the Association. The 
Board shall determine the number, the function, 
und the membership of these committees. 

Section 2: All committees of the Associated Stu- 
lents of The State College of Washington must file 
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a complete and written report to the Board of Con- 
trol within three weeks after the completion of their 
work unless the Board of Control should stipulate 
otherwise. These reports shall contain complete ac- 
count of work undertaken and results obtained by 
the committee as a whole, and of each member of the 
committees where the work has been individual, as 
well as recommendations and suggestion for future 
similar committees. 


Section 3: All reports shall be approved by the 
Board of Control and then placed in the permanent 
files in the General Manager’s office. 


Article [V—Students’ Bookstore Board 


Section 1: There shall be appointed a Students’ 
Bookstore Board which shall consist of the General 
Manager, two faculty members, one senior student, 
one junior student, one sophomore student, and one 


student member-at-large. | 


Section 2: The student members of the Bookstore 
Board shall be appointed at the beginning of the 
school year by the Board of Control. 


Section 3: The duties of the Board shall be to 
act as a Board of Trustees, according to the By- 
Laws of the Students’ Bookstore Corporation. 


Section 4: Vacancies on the Students’ Bookstore 
Board shall be filled as they occur, in order that the 
appointments as stated in Section 1 may not be dis- 
turbed. Unless student members resign or are 
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cuilty of gross neglect, they shall be reappointed 
from year to year. 


Article V—Student Union Board 


Section 1: There shall be appointed a Student 
Union Board which shall consist of the following 
members: 


(1) one senior student, one junior student, 
one sophomore student, and one student mem- 
ber-at-large ; 


(2) three faculty members: 


(3) the Union manager, one member of the 
administrative Student Personnel staff, the 
General Manager, and the Student Activities 
Counsellor, all of whom shall be non-voting 
members of the Board. 


Section 2: The student members of the Student 
Union Board shall be appointed by the Board of 
Control at the beginning of each school year. Va- 
eancies shall be filled as they occur, in order that 
the appointments as stated in Section 1 may not be 
disturbed. Unless student members resign or are 
puilty of gross neglect, they shall be reappointed 
from year to year. 


Section 3: Faculty members and the Student Per- 
sonne] member shall be appointed by the Board of 
Control with the approval of the President of the 
College. Faculty members shall serve for a three- 
vear term. A new faculty member shall be ap- 
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pointed at the same time as the new sophomore 
student 1s appointed. 


Section 4: Duties of the Student Union Board 
shall be: 

(1) to be responsible for the preparation of 

a yearly budget for the Student Union Building 


which shall be subject to final approval by the 
Board of Control; 


(2) to present each year an itemized state- 
ment of expenditures and income to the Board 
of Control; 


(3) to determine all policies and activities 
concerning the Student Union Building and its 
management to the best interest of ASSCW, 
such policies being subject to the final approval 
of the Board of Control. 

Article VI—The Athletic Council 
Section 1: The Athletic Council shall consist of: 


(1) the President of The State College of 
Washington, who shall be ex-officio chairman of 
the Council; 


(2) three faculty members; 
(3) three alumni members; 
(4) three student members; 


(5) the General Manager, who shall be ex- 
officio and non-voting secretary of the Council. 


Section 2: The student members shall be ap- 
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pointed by the Board of Control immediately follow- 
ing the inauguration of new officers and shall in- 
clude one sophomore student, one junior student, 
and one senior student. They shall hold office for 
‘not more than three years. 


Section 3: Vacancies on the Athletic Council shall 
be filled as they occur, in order that the appoint- 
ments as stated in Section 2 may not be disturbed. 
Unless student members resign or are guilty of gross 
neglect, they shall be reappointed from year to year. 


Section 4: The personnel of the Athletic Council 
shall be approved by the President of The State 
College of Washington before entering upon any of 
its duties. 


Section 5: All members shall be eligible to vote by 
proxy when not in residence. 


Section 6: A two-thirds majority of the voting 
members of the Athletic Council shall constitute a 
quorum for the transaction of business. 


Section 7: The Secretary of the Athletic Council 
shall keep a permanent record of all meetings of the 
Athletic Council and notify all members of meetings 
at least 24 hours prior to meeting time. 


Section 8: Powers and duties of the Athletic 
Council shall be: 


(1) to approve all athletic awards before 
submitting them to the Board of Control for 
final approval; 


(2) to appoint a student representative, who 
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shall be ex-officio to the Board of Control, at the 
first regular meeting each year; 


(8) to select the coaching staff; 


(4) to recommend the coaching staff salary 


schedules to the Board of Control for final ap- 


proval annually; 


(5) to determine athletic policy for the Asso- 
ciated Students of The State College of Wash- 
ington. 


Article VII—Publications 


Section 1: The official publications of the Asso- 
ciated Students shall be the Evergreen, the Chinook, 
and all other official printed material. 


Section 2: There shall be a Board of Publications 
which shall consist of the President of the Associ- 
ated Students, who shall act as chairman ex-officio, 
the Head of the Department of Journalism, the 
editors-in-chief and business managers of the Ever- 
green and Chinook, and the General Manager. The 


Director of Student Publications shall be non- © 


voting, ex-officio secretary. 


Section 3: The powers and duties of the Board 


of Publications shall be: 


(1) to appoint the editors-in-chief, associate 
editors, managing editors, business managers, 
and assistant business managers for all publica- 
tions of the Associated Students, and to submit 


these appointments to the Board of Control for 


approval ; 
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(2) to recall from any office any persons 
holding the above appointive positions on any 
publication in event of unsatisfactory scholar- 
ship or gross neglect of duties on the publi¢a- 
tion. They shall be recalled by a 5/7 vote of 
the Board of Publications, and their recall shall 
be approved by the Board of Control; 


(3) to appoint persons to fill any vacancies 
which might occur in the above appointive posi- 
tions, and submit such appointments to the 
Board of Control for approval ; 


(4) to secure official verification from the 
College Registrar that each candidate and ap- 
pointee meets the Scholastic requirements of the 
College; 


(5) to decide on the advisability of any new 
publications and submit a recommendation con- 
cerning such publications to the Board of Con- 
trol. 


Section 4: The Board of Publications shall draw 
ip a Code of the Duties in which the relationships 
ind responsibilities of the Board as a whole and of 
ts various members shal] be defined. There shall be 
nN annual review of the Code, in May, by the out- 
oing Board. 


Section 5: The editor-in-chief of each publication 
lall, at the beginning of his term of office, present 
Statement of his operating policies to the Board 
- Publications for approval, and, if approved, he 
ull be obligated to follow these policies. Such 
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policies may be amended with the consent of the 
Board of Publications in order to meet unforeseen 
situations which may arise. 


Section 6: In the advent of a stalemate between 
the Board of Control and the Board of Publica- 
tions concerning any of the appointments described 
in Section 2, a joint meeting of the two Boards, 
for discussion of the problem, shall automatically 
follow. i 


Section 7: The Board of Publications shall meet 
once each month. Special meetings may be ealled 
by the chairman at the request of any member of 
the Board of Publications. 


Section 8: Salaries of the editors-in-chief and 
business managers of all publications of the Asso- 
ciated Students shall be determined by the Board 
of Control. 


Evergreen 


Section 9: The Editor-in-Chief of the Evergreen 
shall be appointed to serve for one semester, but he 
shall be eligible for reappointment. Editors shall 


be selected in May of each year for the summer and - 


fall semesters and in January for the spring semes- 
ter. Appointees must have a working record of at 
least four semesters on the Evergreen and must 
have senior standing upon taking office. 


Section 10: The Managing Editors shall be ap- — 


pointed to serve for one semester and shall have 
at least junior standing upon assuming office. Man- 
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aging Editors shall be selected in May and January 
of each year and shall have a working record of at 
least two semesters on the Evergreen. 


Section 11: The Business Manager shall be ap- 
pointed to serve for one school year and shall have 
senior standing upon assuming office. He shall be 
selected in May of each year and shall have a work- 
ing record of at least four semesters on the Ever- 
oreen,. 


Section 12: Assistant Business Managers shall be 
uppointed in May to serve for one year. They shall 
have at least junior standing and a working record 
of at least two semesters on the Evergreen upon as- 
suming office. 


Section 13: The lower editorial staff members of 
the Evergreen shall be appointed to their positions 
oy the Editor-in-Chief of the Evergreen, who shall 
nave the power of removal. The lower members of 
the business staff of the Evergreen shall be ap- 
pointed by the Business Manager of the Evergreen, 
who shall have the power of removal. 


Section 14: There shall be one Managing Editor 
md one Assistant Business Manager for each issue 
of the Evergreen published each week. 


Section 15: The powers and duties of the Editor- 
m-Chief shall be: 


(1) to have general supervision of the publi- 
cation of the Evergreen ; 


(2) to preside at all meetings of the staff; 
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(3) to direct the editorial policy of the paper; 


(4) to recall from office any lower staff per- 
sonnel in event of unsatisfactory scholarship or 
gross neglect of duties. 


Section 16: The powers and duties of the Business 
Manager shall be: 

(1) to have charge of the finances of the 
Evergreen ; 

(2) to approve jointly, in writing, with the 
General Manager, all bills incurred by the Ever- 
green ; 

(3) to collect all debts due the paper and turn 
this income over to the General Manager. 

Section 17: A copy of the monthly financial state- 


ment of the Evergreen shall be filed in the office of 
the ASSCW president. 


Chinook 


Section 18: The Editor-in-Chief of the Chinook 
shall be appointed in May of each year. He shall 
have a working record of at least four semesters 


with the publications and shall have at least a junior” 


standing when appointed. 


Section 19: The Associate Editors of the Chinook 
shall be appointed in May of each year. They shall 
have a working record of at least two semesters 
with the publication and shall have at least sopho- 
more standing when appointed. 


Section 20: The Business Manager of the Chinook 
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shall be appointed in May of each year. He shall 
have a working record of at least four semesters 
with the publication and shall have at least a junior 
standing when appointed. 


Section 21: The Assistant Business Managers 
shall be appointed in May of each year. They shall 
have a working record of at least two semesters 
with the publication and shall have at least sopho- 
more standing when appointed. 


Section 22: The lower editorial staff members of 
the Chinook shall be appointed to their positions by 
the Editor-in-Chief of the Chinook, who shall have 
the power of removal. Lower members of business 
staff of the Chinook shall be appointed by the Busi- 
ness Manager of the Chinook, who shall have 
the power of removal. 


Section 23: the powers and duties of the Editor- 
in-Chief shall be: 

(1) to have general supervision of the pub- 
lishing of the Chinook; 

(2) to preside at all meetings of the editorial 
staff ; 

(3) to direct the editorial policy of the Chi- 
nook ; 

(4) to aid in the proper training of Associate 
Editors. 


Section 24: The powers and duties of the Business 
Manager shall be: 
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(1) to have charge of the finances of the Chi- 
nook; 


(2) to approve jointly, in writing, with the 
General Manager, all bills incurred by the Chi- 
nook; 


(3) to collect all debts due the Chinook and 

turn this income over to the General Manager. 

Section 25: Each edition of the Chinook shall be 

known by the year in which it is published, begin- 
ning in 1926, i.e., ‘‘The Chinook of 1926.”’ 


Article VIJJ—-Yell Leaders 


Section 1: There shall be elected in the regular 
spring election of the Association a Yell King 
chosen from the Yell Dukes of the previous year. 
The Yell King may stand for re-election on an equal 
basis with the Yell Dukes. He shall have upperclass 
status and have at least a 2.00 grade average. 


Section 2: Yell Dukes shall be selected from the 
Yell class in a competition conducted by the Board 
of Control following spring election. He shall have 
at least a 2.00 grade average. 


Section 3: After registration for spring semester, 
the Yell King, with the help of the Yell Dukes, shall 
advertise a class in yell-leading tactics in which: 


| 
‘s 


(1) all regularly enrolled students shall be © 
eligible ; | 


month at definitely stated times under the di- 


(2) the class shall meet at least twice a 
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rect supervision of the Yell King and the Yell 
Dukes; 


(3) the curriculum shall consist of the study 
of definite yell-leading programs and of group 
psychology, the latter to come under the direc- 
tion of a College instructor. 


Article [X—Awards 


Section 1: All awards of the Association shall be 
governed by the ‘‘Code of Awards’’ of the Supple- 
mentary Code of Regulations, which shall be kept 
on file in the Office of the Association. 


Section 2: The Code of Awards shall be subject to 
change at any regular meeting of the Board of Con- 
trol. Any student may make recommendations to 
the Board of Control regarding changes in the Code 
of Awards. 


Article X—Student Managers 


Section 1: An upperclass student manager shall 
be any student recommended by the General Man- 
ager and interested staff members, subject to the 
approval of the Board of Control, to perform the 
duties as prescribed by the General Manager in 
sports and other extracurricular activities excluding 
publications. All activities of these managers shall 
be governed by the Manager’s Code. Appointments 
Shall be for one school year. 


Section 2: All student managers shall be under 
the direct supervision of the General Manager. All 
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athletic managers shall at all times work in close 
cooperation with the Director of Athletics and the 
coaching staff. Managers of other activities shall 
work in cooperation with the directors of those 
activities. The student managers shall each year 
prepare a report covering all events relating to their 
respective activity and submit these reports to the 
General Manager for permanent files. 
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DEFENDANT’S EXHIBIT A-1 


Student Book Corporation 
Balance Sheet and Operating Data, 1929 to 1949 Inclusive 


Net Profit Net Profit Enroll- 
Year Ended Current Accounts Fixed Current Before After Dividends ment 
December 31 Total Assets Assets Receivable Inventories Assets Liabilities | Net Worth Sales Taxes Taxes Paid Gross Profit (3) 
i aa $401,303.02 $365,249.84 $145,716.83 $150,988.18 $21,400.59 $ 82,001.61 $319,301.41 $681,366.05 $78,705.26 $48,797.26 $19,250.00 $152,712.02 
1948... .- 344,337.71 305,851.48 85,704.68  145,19947 21,292.44 54,583.56 289,754.15 779,040.80 89,398.90 55,903.68 =O 210/595 ic00 
1947... pel, "899. 10 380,411.68 167,265.77 200,509.18 2231220 184,048.63 233,850.47 741,373.68 73,601.11 46,014.45 20a ale com iode 
1946... 2 261,130.68 221,281.12 107,587.00 102,888.17 21,423.92 73,294.36 187,836.32 453,729.88 48,878.48 29,718.90 —O— 120,957.33 4,676 
1945... . 175,090.44 95,807.10 16,482.74 50,566.54 16,944.96 16,951.38 156,139.06 220,797.36 2256642 16,87645 46,200.00 63,502.99 2430 
1944... .- 198,233.52 72,352.53 6,472.89 41,310.08 20,252.36 10,770.91 187,462.61 190,170.58 19,316.89 14,476.82 11,550.00 56,854.70 1,944 
1943... .- 215,722.26 95,774.73 5,248.21 40,594.50 23,499 44 31,186.47 184,535.79 272,605.46 36,325.56 17,479.62 7,100.00 77,637.50 4,126 
1942... .. 195,000.13 95,574.09 6,563.25 44,647.81 26,369.42 14,387.73 180,612.40 219,155.12 16,384.26 12,024.87 —oO— 58,634.12 4,872 
1941... .. 169,686.15 70,458.72 7,974.25 41,386.57 30,147.82 8,383.39 161,302.76 203,628.00 13,009.91 10,359.63 9,240.00 52,682.21 5,081 
1940... .. 167,121.96 55,358.67 7,218.82 39,610.38 31,455.15 6,938.83 160,183.13 187.766.1383 12,241.92 10,502.53 9,240.00 90,772.45 5,114 
1939... .- 165,319.96 50,042.89 5,919.65 40,293.45 32,160.31 6,399.36 158,920.60 178,718.83 12,477.36 10,953.68 —f—— A8S.944.78 4,884 
1938... By 150,107.79 49,978.03 5,902.96 37,102.51 32,517.83 5,820.73 147,887.06 177,330.59 11,579.71 10,197.69 —f— 47,787.12 5,016 
1937... .- 142,482.67 44,818.19 4,109.42 34,805.73 35,132.76 4,629.10 137,803.57 177,498.61 12,490.52 11,286.02 7,700.00 47.839.33 4.701 
1936... .- 138,832.21 44,074.33 5,354.20 32,467.01 36,475.39 4,860.58 143,971.63 163,921.40 8,511.28 7,666.63 11,550.00 41,633.10 4472 
(2) 1935... ... 163,538.53 44,507.01 3,486.65 30,848.88 39,926.78 4,153.15 139,385.38 150,682.75 10,446.72 9,020.47 —o— 41.801.60 4.250 
(2) 1934... . 146,410.92 38,263.22 3,106.03 29,827.56 44,676.21 3,966.43 128,765.96 130,145.35 11,003.01 9,360.17 500.00 38,887.39 3,480 
(2) 1933... .. 132,186.90 42,374.34 2,109.40 29,454.34 45,020.93 3,315.46 128,871.44 103,25 6.68 5,331.68 4,598.57 442.10 31,127.14 4,021 
(2) 1932... 25700, 1) 42,967.94 3,126.07 35,849.04 48,197.04 3,257.29 122,453.82 128,665.05 7,486.98 6,457.52 —f— 38,102.57 4S 
(2) 1981. ..- 120,445.89 38,556.95 ei sou) 32,100.99 51,982.77 3,979.05 116,466.84 165,590.20 10,972.16 10,015.50 —0— 48,069.46 4,170 
(2) 1930... .. 110,489.64 38,439.51 1,443.54 33,511.01 54,845.76 5,763.89 104,725.75 = 172,122.44 13,414.03 12,164.35 —— 48,615.14 A147 
(2) 1929 93,332.96 36,528.99 1512409 82,671.02 438,223.24 2,105.17 91,227.79 152,260.05 120,345.00 9,537.05 —-- 40.356.45 3,488 


Note: (1) Assets and liabilities are those at October 31, 1949; sales and other income data are for ten months ended October 31, 1949. 
(2) Income taxes for the years 1929-1935 inclusive were paid in 1936. The amounts deducted in the years 1929-1935 inclusive are 
the amounts that were finally assessed by the Collector. 
(3) Enrollment is that reported by the Registrar of the State College for the school year ended during the calendar year. 
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CLERK’S CERTIFICATE TO RECORD 
ON APPEAL 


I Millard P. Thomas, Clerk of the United States 
District Court for the Western District of Washing- 
ton, do hereby certify that pursuant to the provi- 
sions of Subdivision 1 of Rule 11, as amended, of 
the United States Court of Appeals for the Ninth 
Circuit, and Rule 75(0) of the Federal Rules of 
Civil Procedure, as amended, I am transmitting 
herewith as the Record on Appeal in the above- 
entitled cause all of the original pleadings and 
papers on file and of record in said cause in my 
office at Tacoma, Washington, to wit: 


1. Complaint 


2. Summons with Marshal’s Return of 
Service 


3. Stipulation Extending Time to Answer 
4. Answer 


>. Stipulation of Facts Cwith Exhibits 1-7, 
inclusive, attached) 


6. Affidavit of Service (of proposed Find- 
ings of Fact and Conclusions of Law and 
Judgment) 


7. Findings of Fact and Conclusions of 
Law 


: 
| 8. Judgment 
| 
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9. Memorandum of Costs and Disburse- 
ments 


10. Affidavit of Service of copy of Memo of 
Costs 


11. Notice of Taxation of Costs 
12. Notice (defendant) of Appeal 


13. Order Extending Time to November 29, 
1950, to File and Docket Record on Appeal 


14. Reporter’s Transcript of Proceedings 
(trial) 

15. Designation of Defendant-Appellant of 
Contents of Record on Appeal 


I do further certify that as part of the Record 
on Appeal I am also transmitting herewith the fol- 
lowing enumerated exhibits, offered in evidence in 
the trial of the above-entitled cause, to wit: 


(Attached to Stipulation of Facts) 


Plaintiff’s Exhibit No. 1: Articles of Incor- 
poration, Student Book Corporation 


tion 


No. 3: Letter from Commissioner of Inter- 
nal Revenue 


No. 4: Articles of Incorporation, ASSCW 
No. 5: Constitution of ASSCW 
No. 6: List of Expenditures 


No. 2: By-Laws of Student Book Corpora- , 


= 
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No. 7: Trust Agreement 
No. 8: Newspaper clipping of Constitution 
No. 9: Copy of Amendments 
No. 10: Letter, Holland to Putnam 
No. 11: Letter, Holland to Pettibone 
No. 12: Booklet (pages 134-142) 


and Defendant’s Exhibit No. A-1: Balance sheet 
and operating data, Students Book Corp., 


und that the aforesaid original pleadings and ex- 
hibits constitute the Record on Appeal from the 
Judgment of the said District Court, filed on July 
12, 1950, and entered in the civil docket of said 
cause on said date. 


In Witness Whereof I have hereunto set my hand 
and affixed the seal of said Court, in the City of 
Tacoma, in the Western District of Washington, 
this 25th day of November, 1950. 


MILLARD P. THOMAS, 
Clerk. 


[Seal] By /s/ E. E. REDMAYNE, 
Deputy. 
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[Endorsed]: No. 12756. United States Court of 
Appeals for the Ninth Circuit. Clark Squire, Col- 
lector of Internal Revenue, Appellant, vs. Students 
Book Corporation, Appellee. Transcript of Record. 
Appeal from the United States District Court for 
the Western District of Washington, Southern 
Division. 

Filed November 27, 1950. 


/s/ PAUL P. O’BRIEN, 
Clerk of the United States Court of Appeals for 
the Ninth Circuit. 


In the United States Court of Appeals 
for the Ninth Circuit 
No. 12756 


CLARK SQUIRE, Collector of Internal Revenue 
for the District of Washington, 


Appellant, 
VS. 
STUDENTS BOOK CORPORATION, 
Appellee. 7 


APPELLANT’S STATEMENT OF POINTS 
AND DESIGNATION OF RECORD FOR 
PRINTING 

Now comes Clark Squire, Collector of Internal — 


Revenue, appellant in the above-entitled case, and 
pursuant to subdivision 6, Rule 19 of the Rules of 


us. Students Book Corporation 157 


the United States Court of Appeals for the Ninth 
Circuit, and states the points on which he intends 
to rely, as follows: 


1. The District Court erred in making the fol- 
lowing Finding of Fact: 


XII. 

The activities of the plaintiff have at all times 
been integrated and coordinated with those of the 
ASSCW and the State College and plaintiff is the 
alter ego of the ASSCW and at all times material 
hereto was organized and existed for the purpose 
of carrying out the objectives of the ASSCW which 
were incident and auxiliary to the educational pur- 
pose of the State College of Washington. 

ay ac % 

2. The District Court erred in rendering the fol- 

lowing Conclusions of Law: 


at. 

Plaintiff was during the years 1948 to 1947, in- 
clusive, a corporation organized and operated exclu- 
sively for an educational purpose and no part of 
its net earnings inured to the benefit of any private 
individual or shareholder and no substantial part 
of its activities was in carrying on propaganda or 
otherwise attempting to influence legislation. 


JJ 
During the years 1943 to 1947, inclusive, plaintiff 
was entitled to be exempt from corporate income 
fax, capital stock tax, excess profits tax, and cor- 
porate declared value excess profits tax. 


158 Clark Squire, CIR, 


iOOE 

Plaintiff is entitled to recover from the defend- 
ant taxes paid for the years 1943 to 1947, inclusive, 
in the sum of $71,933.15 with interest thereon at 
the rate of 6% per annum as provided in the 
United States Code, Title 26, Section 3771 and 
plaintiff’s costs and disbursements incurred herein. 

-With the foregoing statement, the appellant des- 
ignates as necessary for the consideration of this 
appeal all that portion of the original papers of 
record in this cause heretofore transmitted by the 
Clerk of the District Court to the United States 
Court of Appeals for the Ninth Circuit material in 
consideration of this case, the contents of which 
transmitted portion are as follows: 


1. Complaint. 
2. Answer. 


3. Stipulation of Facts (not including exhibits 
hereinafter included as plaintiff’s Exhibits 1 to 7, 
mes). 


4. Findings of Fact. 

5. Judgment. 

6. Notice of Appeal. 

7. Order Extending Time to file record. 

8. Reporter’s Transcript of Proceedings (trial). 


9. Designation of Defendant-Appellant of Con- 
tents of Record on Appeal. 


10. Plaintiff’s Exhibits as follows: 
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No. 1. Articles of Incorporation, as 
amended. 


No. 2. By-Laws. 
No. 3. Letter from Com. of Int. Rev. 


No. 4. Articles of Incorporation filed 
7/10/28, Sec. State. 


No. 5. Constitution of ASSCW. 

No. 6. List of Expenditures by ASSCW. 

7. Trust Agreement. 

No. 8. Newspaper Clipping of Constitution. 
9. Copy of Amendments. 

No. 10. Letter, Holland to Putnam. 

No. 11. Letter, Holland to Pettibone. 


No. 12. Booklet (pages 134-142). 
11. Defendant’s Exhibit. 


A.l. Balance Sheet and Operating Data, 
Students Book Corporation. 


12. Appellant’s Statement of Points and Desig- 
nation of Record for Printing, with proof of 
service. 

Dated this 29th day of November, 1950. 


/s/ J. CHARLES DENNIS, 
United States Attorney. 


/s/ GUY A. B. DOVELL, 
Assistant United States 
Attorney. 
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AFFIDAVIT OF MAILING 


Daisy Bryant, being first duly sworn, on oath 
deposes and says: 

That she is a citizen of the United States, and 
a resident of Tacoma, Washington, an employee of 
the Justice Department, over the age of 21 years, 
and not a party to the above-entitled action. 

That on the 29th day of November, 1950, she 
served a copy of the attached Appellants’ State- 
ment of Points and Designation of Record for 
Printing upon appellee’s attorneys of record, Smith 
Troy, Attorney General of the State of Washing- 
ton, and Lyle L. Iversen, Assistant Attorney Gen- 
eral of said state, by mailing a true copy of said 
Statement and Designation properly enclosed in a 
sealed franked envelope not requiring postage, di- 
rected to Smith Troy, Attorney General, and Lyl 
L. Iversen, Assistant Attorney General, Temple 01 
Justice, Capitol Grounds, Olympia, Washington 
their official address, and deposited in the Unite 
States Post Office at Tacoma, Washington. 


/s/ DAISY BRYANT. 


Subseribed and Sworn to before me this 29th da 
of November, 1950. 


[Seal] /s/ G. A. B. DOVELL, 
Notary Public in and for the State of Washingto 
Residing at Tacoma. 


[Endorsed]: Filed Dec. 1, 1950. 


